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The  credit  belongs  to  the  man  who  is  actually  in  the  arena,  whose 
face  is  marred  by  dust  and  sweat  and  blood;  who  strives  valiantly; 
who  errs,  and  comes  short  again  and  again,  because  there  is  no  effort 
without  error  and  shortcoming;  but  wbo  does  actually  strive  to  do  tbe 
deeds;  who  knows  the  great  enthusiasms,  the  great  devotions;  who 
spends  himself  in  a worthy  cause;  who  at  the  best  knows  in  tbe  end 
the  triumph  of  high  achievement,  and  who  at  the  worst,  if  he  fails, 
at  least  fails  while  daring  greatly,  so  that  his  place  shall  never  be  with 
those  cold  and  timid  souls  who  know  neither  victory  nor  defeat. 

— Theodore  Roosevelt  (1910) 


Founder’: 
Letter 


By  John  E.  Herzog, 

Chair  ! ' 


What  invigorating  words  to  shake 
off  winter’s  chill  and  stoke  the  fire  of 
industriousness  within.  We  are  excited 
to  be  celebrating  this  empowering 
spirit  of  toil  and  triumph  with  a com- 
ing exhibit  on  the  award  recognized 
around  the  world  for  symbolizing  the 
pinnacle  of  human  achievement:  the 
Nobel  Prize. 

This  exhibit,  which  opens  in  our 
gallery  in  March,  has  been  developed 
in  collaboration  with  the  Smithsonian 
Institution  and  with  participation 
from  The  Nobel  Foundation  and 
recent  recipients  of  this  most  presti- 
gious of  prizes.  Like  the  prize  itself, 
the  tale  of  its  origin  signifies  hope  in  a 
world  as  troubled  as  ours  today.  It 
was  established  in  1901  under  the 
terms  of  the  will  left  by  Alfred  Nobel, 
the  inventor  of  dynamite. 

We  are  especially  happy  that  we 
will  be  able  to  greet  children  and  stu- 
dents this  spring  with  artifacts  that 
bring  to  life  the  inspiring  accomplish- 
ments of  Pearl  S.  Buck,  Albert  Ein- 
stein, Dr.  Martin  Luther  King,  John 
Steinbeck,  and  others.  Of  course,  we 
will  give  special  billing  to  recipients  of 
the  prize  in  economics,  such  as  Milton 
Friedman  and  Vernon  Smith,  whose 
work  has  helped  advance  our  under- 
standing and  practice  of  capitalism. 

As  visitors  ponder  early  drafts  of 
Einstein’s  calculations  and  study  a 


prototype  for  the  Carbon- 14  counting 
chamber,  we  think  they’ll  uncover  a 
common  thread  running  through  this 
collection  of  evidence  of  the  many 
years  of  effort  which  resulted  in  these 
breakthroughs  in  the  fields  of  chem- 
istry, economics,  literature,  medicine, 
physics,  and  the  pursuit  of  peace.  That 
denominator  is  the  focused,  lifetime 
dedication  on  the  part  of  each  of  these 
heroes  to  the  task  at  hand  — often  in 
the  face  of  setbacks  and  disappoint- 
ments, confusion,  or  waning  resources. 
People  will  come  to  the  exhibit  to  see 
the  gold  medal  and  the  beautifully 
crafted  diploma  presented  in  Stock- 
holm each  December  to  recipients  of 
the  award.  But  they’ll  be  wowed  by 
the  stories  of  these  remarkable  lives 
engaged  in  the  pursuit  of  knowledge 
and  bettering  of  our  world. 

With  exhibits  on  the  colossal 
achievements  of  Morgan  and  Rocke- 
feller and  the  construction  of  the  Erie 
Canal  under  our  belt,  this  is  a natural 
next  chapter  in  our  storytelling.  We 
have  more  exciting  things  planned  for 
the  coming  year,  all  designed  to  pro- 
mote financial  education,  inspire 
entrepreneurial  achievement,  and 
teach  personal  financial  responsibility 
through  the  wonderful  lessons  of 
human  history. 
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Message  to  Members 

By  Brian  C.  Thompson,  Executive  Director 


As  THIS  ISSUE  GOES  TO  PRESS,  New 
Yorkers  and  Americans  nationwide  are 
sinking  their  teeth  into  new  designs  for 
the  Big  Apple’s  skyline,  with  the 
unveiling  of  new  sketches  for  the 
World  Trade  Center  site  by  some  of  the 
world’s  foremost  architects.  Citizens 
are  responding  with  enthusiasm  to  the 
call  for  public  input.  It’s  an  exciting 
time  to  feel  a personal  connection  to 
Downtown  — which  we  hope  your 
Museum  membership  stirs  in  you.  In 
this  post-9-11  era,  the  invigorating 
sense  of  building  for  the  future  evokes 
the  Financial  District’s  hallmark  spirit 
of  enterprise,  of  possibility,  and  of  our 
participation  in  the  creation  of  some- 
thing lasting.  After  all,  isn’t  it  the 
legacy  of  the  Founders,  and  the  lesson 
of  the  capital  markets  for  that  matter, 
that  great  good  is  achieved  through  the 
work  and  investment  of  many? 

Imagine  the  sensations  — uncer- 
tainty, conviction,  optimism — felt  by 
early  Dutch  settlers  who,  350  years 
ago,  erected  the  primitive  wooden  bar- 
rier which  gave  Wall  Street  its  name, 
and  New  Amsterdam  its  northern 
boundary.  Today  we  see  that  in  the 


emotions  and  enthusiasm  and,  most  of 
all,  in  the  wide  participation  being 
brought  to  the  planning  process  for 
tomorrow’s  public  spaces  — structures 
which  again  will  help  define  and  give 
shape  to  this  historic  place.  The  great 
1 8th  century  British  architect  Christo- 
pher Wren  observed  that  public  build- 
ings are  “the  ornament  of  a country  - 
establishing  a nation,  drawing  people 
and  commerce,  making  the  people  love 
their  native  country,  which  passion  is 
the  original  of  all  great  actions.” 
“Architecture,”  he  said,  “aims  at  eter- 
nity.” Fligh  expectations  indeed. 

We  are  especially  pleased  to  see  the 
role  of  arts  and  culture  elevated  to 
new  prominence  in  this  public  debate, 
from  the  aesthetic  critique  of  designs, 
to  discussion  of  the  enhanced  role  of 
these  institutions  in  a revitalized  lower 
Manhattan.  At  least  seven  other  muse- 
ums have  announced  plans  to  build  or 
expand  Downtown,  alongside  talk  of 
major  uptown  institutions  potentially 
relocating  to  the  Ground  Zero  site. 
You  will  not  be  surprised  to  learn  that 
we,  too,  are  quietly  but  aggressively 
exploring  new  possibilities  for  this 


Museum.  How,  you  may  ask,  can  this 
be,  given  the  state  of  today’s  economy, 
the  market,  and  our  world? 

“Many  great  institutions  were  cre- 
ated during  the  worst  of  economic 
times,”  remarked  a senator  recently. 
“You  have  to  take  a long  term  view.” 
Like  the  builders  of  the  wall,  3 50  years 
ago.  Like  the  people  who  are  rallying 
to  rebuild  New  York.  And  like  you, 
our  members,  who  are  helping  to  build 
here  a great  national  institution.  Last 
year  our  membership  rose  to  a new 
high  of  5,000,  a five-fold  increase  from 
four  years  ago.  Thanks  to  you,  we 
have  the  largest  number  of  Smithson- 
ian Affiliate  members  of  any  museum 
in  the  country.  And  by  the  end  of  last 
year,  the  Museum  had  received  its 
largest-ever  individual  contributions 
outside  the  Founding  Trustees,  its 
largest-ever  foundation  grants,  and  its 
largest-ever  corporate  gift.  We  are 
grateful  to  you  for  helping  us  through 
what  began  as  a difficult  year,  and 
positioning  us  for  a promising  new 
year  ahead.  Your  generous  support 
gives  us  great  confidence  in  a long- 
term view  for  the  Museum.  HD 


THE  MUSEUM  IS  GRATEFUL  FOR  THE  SUPPORT  OF  THE 
FOLLOWING  CORPORATE  MEMBERS  AND  SUPPORTERS 


Corporate  Leadership 
Council  — $10,000+ 

Credit  Suisse  First  Boston  Corp. 
The  Manhattan  Group 
Merrill  Lynch  & Co.,  Inc. 

The  New  York  Stock  Exchange 
Standard  & Poor’s  Corp. 

Wells  Fargo  &c  Company 

Corporate  Partners  — $5,000+ 
The  Dow  Jones  Foundation 
Federated  Securities  Corp. 
Salomon  Smith  Barney  Inc. 


Corporate  Donors  — $1,000+ 

The  Bank  of  New  York 
The  Bond  Club  of  New  York 
Consolidated  Edison  Company  of 
New  York,  Inc. 

Gruntal  & Company,  Inc. 

Institute  for  Private  Investors 
The  KAP  Group  LLC 
Pfizer  Inc. 

The  Reserve  Eunds 
Securities  Industry  Association -NY 
District  Economic 
Education  Eoundation 


Security  Traders  Association 
Wells  Fargo  Home  Mortgage 

Foundation  Support 
The  Andrew  W.  Mellon  Foundation 
The  Dow  Jones  Foundation 
Oak  Philanthropy,  Inc. 

To  add  your  company  to  the 
Museum’s  growing  list  of  corporate 
members,  please  call  Jenny 
Hirschowitz  at  212-908-4604. 
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Former  U.S.  Treasurer  Gives  Curator’s  Tour 
at  “High  Notes”  Exhibit  Opening 


By  Joyce  Chang 

On  October  i6,  former  U.S. 
Treasurer  Mary  Ellen  Withrow  opened 
“High  Notes,”  an  exhibit  of  high 
denomination  currency,  at  the  Museum. 
Withrow  guest  curated  the  exhibit, 
which  showcases  many  rare  notes 
including  the  $100,000  bill  from  1934 
that  was  used  to  transfer  funds 
between  the  Federal  Reserve  Banks. 
At  the  exhibit  opening,  Withrow  gave 
a tour  of  the  exhibit  and  spoke  about 
her  experiences  during  her  term  under 
former  President  Bill  Clinton. 

As  treasurer  of  her  high  school 
drama  club.  Props  and  Cues,  Withrow 
continued  on  to  become  treasurer  at 
all  three  levels  of  government -city, 
state,  and  federal.  As  Treasurer  of  the 
United  States,  she  was  responsible  for 
manufacturing  coins  and  printing 
paper  money.  During  her  term,  she 
collected  the  first  low  numbered  bills 
of  four  series,  of  which  the  $zo  bill  is 
her  favorite. 

Awarded  with  many  honors. 


including  her  induction  into  the  Ohio 
Women’s  Hall  of  Fame,  the  highlight 
of  Withrow’s  career  was  being  the 
40th  U.S.  Treasurer.  During  her  term, 
she  met  celebrities  and  world  leaders 
such  as  Margaret  Thatcher,  Muham- 
mad Ali,  and  Kevin  Costner.  She  now 
sits  on  II  boards,  including  the  Inter- 
national Currency  Board  and  the 
American  Women  in  Finance  Board. 
She  also  spends  a good  deal  of  time 
with  her  family,  which  includes  six 
daughters,  five  granddaughters,  and 
one  grandson. 

At  the  exhibit  opening,  Withrow 
created  souvenirs  for  Museum  mem- 
bers by  autographing  their  bills  over 
her  printed  signature. 

Withrow  concluded  her  talk  with 
her  simple  philosophy.  “Yesterday  is 
a canceled  check.  Tomorrow  is  a 
promissory  note.  Today  is  cash.”  HD 

Joyce  Chang  is  a high  school  senior 
at  the  Bergen  County  Academies  in 
New  Jersey.  She  is  currently  interning 
at  the  Museum. 


Former  U.S.  Treasurer  Mary  Ellen  Withrow 
signed  dollar  bills  over  her  printed  signature 
at  the  “High  Notes"  exhibit  opening. 


The  Museum  would  like  to  thank  these  members  for  their  generous  recent  gifts: 


Benefactor- $50,000+ 

Mr.  George  M.  Jones,  III 
Mr.  and  Mrs.  S.N.  Roditi 

Patron  - $ r 0,000+ 

Mr.  Theodore  R.  Aronson 

Sponsor-$  1,000+ 

Ms.  Molly  G.  Bayley 
Mr.  C/eorge  Needham 

AtEXANIiER  IIaMILION  SOCIETY  - $500+ 

Mr.  Thomas  j.  Asher 

Mr.  Ben  A.  Indek 

Mr.  f>ary  Cirear 

Dr.  Richard  Sylla 


Mr.  Brian  F.  Trumbore 
Mr.  Alexander  Wohlgemuth 

Smithsonian  Affiliate  Members -$150+ 

Mr.  Jonathan  Auerbach 

Mr.  Arnold  Beiles 

Dr.  & Mrs.  Gene  Block 

Mr.  Jay  A.  Buckingham 

Mr.  Michael  A.  Carabini 

Mr.  6c  Mrs.  Steve  Ehrlich 

Mr.  Lawrence  Falater 

Mr.  Keith  C.  Kanaga 

Dr.  Alan  S.  Luria,  Ml) 

Mr.  Martin  F,.  Messinger 

Mr.  Ted  Moudis 

Ms.  Suzanne  J.  Muntzing 


Mr.  Robert  L.  Plankenhorn 
Mr.  Peter  Poulakakos 
Mr.  Laurence  B.  Siegel  and 
Mrs.  Connie  O’Fdara  Siegel 
Mr.  Murry  Stegelmann 
Mr.  Charles  R.  Treuhold 
Dr.  James  E.  Welch 
Ms.  Kathleen  Wilson 
Ms.  Roberta  Woldow 

The  Museum  thanks  all  contributors  for 
their  continued  support.  To  learn  how  you 
or  your  organization  can  participate  in  the 
Museum’s  program,  educational,  and 
service  mission,  please  call  Jenny 
ttirschowitz  at  21  2-908-4604. 
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Gifts  to  the  Museum’s  Collection 
Reflect  Names  in  the  News 


By  Meg  Ventnido 

This  Fall,  the  Museum  recently 
received  three  gifts  representing  recent 
trends  in  the  financial  industry.  David 
Baeckelandt  of  Chicago  Capital  Part- 
ners, LLC,  a Financial  History  writer 
and  longtime  friend  of  the  Museum, 
donated  a collection  of  more  than 
2,000  prospectuses  to  the  Museum’s 
archive.  Many  of  the  prospectuses 
included  in  this  collection  are  for 
consumer  product  manufacturers  and 
retail  companies,  such  as  Keebler 
Foods,  Budget  Rent-a-Car,  Barnes  & 
Noble,  Office  Max,  and  Estee  Lauder. 
The  prospectuses  will  be  an  asset  to 
the  Museum’s  educational  program, 
helping  students  to  make  the  connec- 
tion between  the  markets  and  the 
products  they  use  on  a daily  basis. 

Randy  Cepuch,  a former  Trustee 
of  the  Museum,  donated  a collection 
of  annual  reports  from  “dot  com” 
companies  including  Yahoo,  Documen- 
tum.  Actuate  Software,  and  Global 
Crossing.  The  Global  Crossing  annual 
report  is  currently  featured  in  a dis- 
play on  corporate  accountability  in 
the  Museum  gallery. 

The  Museum  also  received  a dona- 
tion of  modern  stock  certificates 
from  Bob  Kerstein  of  Scripopbily.com. 
This  “corporate  scandal”  collection 
includes  certificates  from  Enron, 
ImClone,  Martha  Stewart  Living 
Omnimedia,  WorldCom,  and  K-mart. 
After  viewing  the  Enron  certificate 
currently  on  display,  one  visitor  com- 
mented that  he  was  pleased  to  see 
important  recent  events  addressed  in  a 
history  museum.  HD 

Meg  Ventnido  is  the  Museum’s 
Assistant  Director  for  Exhibits  and 
Education.  She  can  be  reached  at 
curator@financialhistory.org. 


2501 


.MARTI  lA  STEWART 
OMMMEDIA.  I.NC. 


LIVING 


1.  Martha  Stewart  tiring  Omnimedia  stock 
certificate,  designed  by  Martha  Stewart. 

2.  Certificate  for  one  share  in  linClone 
Systems,  zooz. 

3.  Prospectus  for  common  stock  in  Keebler 
Foods  Company,  1998. 

4.  Yahoo!  annual  report,  1997. 
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Kids  Make  Money  at  Museum’s 
CultureFest  Program 


By  Kristin  Aguilera 

The  Museum  encouraged  hundreds 
of  children  to  design  their  own  cur- 
rency at  its  CultureFest  program  on 
the  weekend  of  September  28-29. 
CultureFest,  an  outdoor  festival  of 
New  York’s  cultural  institutions  orga- 
nized by  the  City’s  tourism  bureau, 
provided  families  with  the  opportu- 
nity to  sample  a wide  variety  of 
Museum  programming  at  no  charge 
and  in  a central  location. 

The  Museum’s  currency  design 
activity  coincided  with  the  opening  of 
the  “Fiigh  Notes”  exhibit  and  focused 
on  the  security  features  used  to  protect 
money  from  being  counterfeited.  Chil- 
dren were  taught  to  include  detailed 
images,  numerals  of  many  sizes,  and 
serial  numbers  on  their  $100  bills. 
Some  of  the  most  original  notes 
included  self  portraits,  of  which  one 
child  drew  the  back  of  her  head  on  the 
tail  side  of  her  bill. 

For  adults,  the  Museum  displayed 
for  the  second  consecutive  year  a trav- 
eling exhibit  on  the  Crain’s  NY  Small 
Business  Award  winners.  The  2002 
winners  included  entrepreneurs  and 
innovators  in  the  areas  of  advertising, 
architecture,  computer  programming, 
and  various  areas  of  the  retail  sector. 
The  Crain’s  exhibit  is  currently  on 
display  at  the  Museum.  HD 

Kristin  Aguilera  is  the  Museum’s 
Communications  Director  and  the 
editor  of  Financial  History  magazine. 
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The  Independent  Audit:  A 100  Year  Quest 

If  the  confidence  of  the  public  in  the  integrity  of  accountant's  reports  is  shaken,  their  value  is  gone.  To 
preserve  the  integrity  of  his  reports,  the  accountant  must  insist  upon  absolute  independence  of  judg- 
ment and  action.  The  necessity  of  preserving  this  position  of  independence  indicates  certain  standards 
of  conduct;  he  should  not  have  a financial  interest  in  the  business  of  any  client  of  sufficient  importance 
to  him  to  influence  his  independent  position  and  he  should  not  accept  business  or  social  favors  that 
might  create  an  obligation  which  would  make  the  maintenance  of  an  impartial  attitude  difficult. 

— Arthur  Andersen,  1932 


The  Industrial  Commission  was 
created  by  Congress  in  1898  and 
charged  with  “determining  whether 
financial  capitalists  had  used  their 
power  to  the  detriment  of  the  nation’s 
economic  well  being.”  The  commis- 
sion worked  until  1902  and  reported 
on  a variety  of  economic  issues. 
Accounting  historians  Gary  John  Pre- 
vits  and  Barbara  Dubis  Merino  note 
that  while  the  Industrial  Commission 
employed  the  assistance  of  experts  in  a 
variety  of  fields,  they  never  once  con- 
sulted an  accountant.  Nevertheless, 
one  of  its  final  recommendations  for 
dealing  with  abuse  by  business  trusts 
advocated  public  disclosure  of 
accounting  information  (known  at  the 
time  as  corporate  publicity)  that  was 
audited  by  an  examiner  who  was  not 
“interested  in  the  business  thereof,  or 
of  any  competing  concern,  or  who  has 
relatives  who  are  so  interested.”  In 
other  words,  the  Industrial  Commis- 
sion advocated  independent  audits  of 
corporate  financial  statements.! 

One  huge  obstacle  to  implementing 
independent  audits  was  the  fact  that 
the  accounting  profession  in  the 
United  States,  for  all  intents  and  pur- 
poses, simply  did  not  exist  in  1902.2 
True,  there  were  bookkeepers  of  the 
Dickensian  variety,  but  they  were  not 
seen  as  an  important  part  of  a busi- 
ness. Bookkeepers  simply  kept  the 
books  for  internal  purposes.  In  the 
years  before  corporate  income  taxes 
and  reporting  requirements,  many 


rpth  century  firms  did  not  report 
results  to  shareholders  at  all,  and 
when  they  did,  the  reports  were  short 
and  sketchy,  providing  only  a crude 
balance  sheet. 

The  first  university  level  accounting 
department  was  established  at  New 
York  University  in  1900,  the  first  CPA 
law  passed  in  1896,  and  most  of 
today’s  major  accounting  firms  were 
founded  around  the  turn  of  the  cen- 
tury. In  spite  of  these  advances,  busi- 
nessmen, for  the  most  part,  opposed 
corporate  publicity,  arguing  that  it 
gave  important  information  to  com- 
petitors and  was  not  terribly  useful  to 
investors. 

David  F.  Hawkins  notes  the  distaste 
for  auditors  during  this  time:  “For  a 
company  to  call  in  independent  audi- 
tors to  examine  its  books  was  often 
taken  by  the  public  as  an  indication  of 
suspected  fraud,  irregularity,  losses, 
and  doubt  regarding  the  reporting 
company’s  financial  strength.  Some 
managers  regarded  such  action  as  a 
reflection  on  their  personal  integrity. 
As  late  as  1900,  many  businessmen 
were  ‘reluctant  to  call  in  an  accoun- 
tant and  many  investigations  by  pub- 
lic accountants  were  made  secretly, 
often  at  night  and  on  Sundays.’” 

The  accounting  profession  contin- 
ued to  make  significant  advances  in 
the  early  decades  of  the  20th  century. 
Professional  groups  such  as  the  Amer- 
ican Association  of  Public  Accoun- 
tants— later  the  American  Institute  of 


Matt  Freidrich,  the  head  prosecutor  in  the 
Arthur  Andersen  trial,  leaves  the  federal  courts 
building  in  Houstott,  Texas  on  May  6,  2002. 
Andersen  is  in  court  for  obstruction  of  justice 
for  the  shredding  of  Enron  documents. 

Certified  Public  Accountants  (AICPA) 
— and  the  Institute  of  Accounts  of  New 
York  raised  the  level  of  professionalism. 
University  accounting  programs  began 
to  grow  and  attract  students,  and 
accounting  standards  were  beginning 
to  take  shape  with  the  publication 
of  the  Federal  Reserve’s  “Uniform 
Accounts”  in  1917.  On  the  practice 
side,  firms  such  as  U.S.  Steel  and 
Westinghouse  began  publishing 
annual  reports  that  were  lauded  by 
the  profession. 3 

The  1 9 20s  saw  firms  such  as 
Arthur  Andersen  blaze  new  paths  for 
the  accounting  profession  in  the  area 
of  consulting.  Since  their  founding, 
accounting  firms,  especially  smaller 
ones,  had  engaged  in  consulting  ser- 
vices as  well  as  general  accounting 
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activities.  (Anyone  who  has  worked  in 
public  accounting  knows  that  the  first 
quarter  of  the  year  is  always  incredi- 
bly busy  while  the  rest  of  the  year 
tends  to  be  intolerably  slow,  especially 
if  there  is  little  consulting  work  to  be 
done.)  Although  the  profession  was 
growing,  trained  accountants  were 
still  hard  for  firms  to  find.  Arthur 
Andersen  took  advantage  of  this 
shortage  by  offering  consulting  services 
that  would  effectively  rent  out  the 
accounting  firm’s  most  experienced 
accountants  to  firms  in  need  of  plan- 
ning and  reporting  expertise.  George 
O.  May  of  Price  Waterhouse,  a critic 
of  the  profession’s  expansion  into  con- 
sulting wrote:  “It  is  an  open  question 
whether  the  present  tendency  to 
encourage  the  profession  constantly 
to  extend  the  scope  of  activities  is 
not  fraught  with  more  danger  to  it 
than  the  disesteem  of  those  days...” 
(See  Previts  1985,  p.  45). 

Through  the  years,  accountants 
were  transformed  from  ugly  stepsisters 
to  valued  business  advisors.  Though 
this  practice  was  beneficial  for  those 
accounting  firms  who  pursued  it,  the 
growth  of  consulting  would  ultimately 
jeopardize  auditor  independence  and 
lead  to  the  disastrous  consequences 
we  are  experiencing  today.  As  the 
consulting  side  of  the  accounting 
business  began  to  dominate  the  inde- 
pendent auditing  side  of  the  business, 
the  need  to  satisfy  the  consulting  client 
often  outweighed  the  independence 
requirement  of  the  firm’s  audits  for  the 
same  client. 

The  Securities  Acts  of  1933  and 
1934  required  publicly  held  corpora- 
tions to  file  annual  reports  with  the 
•Securities  and  Hxchange  Commission 
(SH.C).  The  requirement  that  each 
annual  report  be  independently  audited 
was  a boon  to  the  accounting  indu.stry. 
Increased  government  involvement  in 
the  process  also  spurred  the  di.scussion 
of  what  it  meant  to  be  an  independent 


auditor.  The  debate  continues  to  this 
day,  with  both  the  accounting  profes- 
sion and  the  SEC  playing  major  roles  in 
defining  independence. 

To  the  profession’s  credit,  the 
integrity  and  objectivity  necessary  to 
achieve  a balance  between  indepen- 
dent auditing  and  business  consulting 
services  was  more  or  less  maintained 
for  many  years,  but  as  competition 
began  to  intensify  in  the  early  1980s, 
many  worried  that  auditor  indepen- 
dence would  be  compromised.  Arthur 
Wood,  Chairman  of  the  AICPA  Over- 
sight Board  in  1985,  warned  that 
investors  were  beginning  to  lose  faith 
in  the  profession’s  ability  to  assure  “the 
integrity  of  financial  information...” 
(See  Previts,  1985) 

The  importance  of  independent 
audits  has  been  recognized  for  more 
than  a century,  yet  former  SEC  Chair- 
man Arthur  Levitt’s  recent  book.  Take 
on  the  Street,  points  out  serious  prob- 
lems with  today’s  independent  auditing 
process.  According  to  Levitt,  in  1971 
auditing  fees  made  up  70  percent  of 
accounting  firm  revenues,  but  by  1998 
auditing  fees  were  only  31  percent  of 
total  revenues.  Increasingly,  the  “inde- 
pendent” auditor  has  been  passing 
judgment  on  his  or  her  own  work. 
Levitt  writes,  “Without  independent 
audits,  investors  have  no  basis  to 
believe  that  a company’s  reported 
numbers  are  correct...  Independence 
means  that  auditors  should  not  be  in 
bed  with  the  corporate  managers 
whose  numbers  they  audit.  They  can- 
not review  their  own  work  or  that  of 
their  partners.  If  an  accountant  keeps 
the  books  for  a client,  he  can’t  turn 
around  and  vouch  for  the  accuracy 
and  completeness  of  those  books.  After 
all,  what  accountants  would  want  to 
draw  attention  to  their  own  mistakes?” 

Cisco  Systems’  shareholders  recently 
rejected  a proposal  that  “would  cap 
the  non-audit  fees  at  Z5  percent  of  the 
aggregate  fees  for  the  firm  that  is 


retained  as  the  Company’s  independent 
auditor.”  The  proposing  shareholder 
noted  that  in  the  previous  year  Cisco 
Systems  paid  their  independent  auditor 
over  $16.5  million  for  non-audit  ser- 
vices and  less  than  $2  million  for  audit 
services.  Shareholder  proposals  rarely 
pass.  However,  increased  pressure 
by  shareholders  is  the  key  to  restoring 
integrity  to  the  accounting  process. 
Although  recent  events  have  caused  a 
flurry  of  legislation  aimed  at  fixing  the 
problem,  governmental  intervention 
will  not  restore  credibility  to  the 
accounting  profession  or  improve  the 
integrity  of  auditors.4 

So  it  remains  to  be  seen  whether 
proposals  like  the  one  placed  before 
Cisco’s  shareholders  will  prevail  or 
whether  government  lawmakers  and 
regulators  will  intercede.  It  is  appar- 
ent, however,  that  from  a business 
practices  perspective,  2002  is  not  so 
far  removed  from  1902.  The  members 
of  the  Industrial  Commission  would 
probably  find  the  recent  disclosures  of 
accounting  irregularities  and  auditor 
complicity  by  firms  such  as  Enron, 
Global  Crossing,  and  WorldCom  to  be 
surprisingly  familiar. 

One  hundred  years  ago,  businesses 
scorned  the  accounting  profession. 
Today,  the  relationship  between  many 
businesses  and  their  independent 
auditors  is  so  cozy  that  investors 
simply  cannot  trust  the  auditor’s 
work  any  more  than  they  can  trust  the 
firm’s  managers,  and  it  is  the  investor 
who  now  scorns  the  accountant. 
Perhaps  Maurice  E.  Peloubet  said 
it  best  back  in  1944  in  an  editorial 
for  the  Journal  of  Acountancy:  “It  is 
not  really  independence...  it  is  rather 
integrity,  which  is  so  necessary  to 
the  practice  of  a profession.  [The 
public  accountant’s]  integrity  is  not 
dependent  on  the  source  of  his  income 
but  on  his  own  personal  qualities 
which  cannot  be  changed.”  It  is 
unfortunate  that  both  independence 
cotitiuucd  on  page  26 
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By  Claudia  La  Rocco 


Fourth,  we  must  embark  on  a bold  new  program  for  making  the  benefits  of  our  scientific 
advances  and  industrial  progress  available  for  the  improvement  and  growth  of  underde- 
veloped areas. 


More  than  half  the  people  of  the  world  are  living  in  conditiotts  approaching  misery. 
Their  food  is  inadequate.  They  are  victims  of  disease.  Their  economic  life  is  primitive 
and  stagnant.  Their  poverty  is  a handicap  and  a threat  both  to  them  and  to  more 
prosperous  areas. 


f believe  that  we  should  make  available  to  peace-loving  peoples  the  benefits  of  our  store 
of  technical  knowledge  in  order  to  help  them  realize  their  aspirations  for  a better  life. 
And,  in  cooperation  with  other  nations,  we  should  foster  capital  investment  in  areas 
needing  development. 


Our  aim  should  be  to  help  the  free  peoples  of  the  world,  through  their  own  efforts,  to 
produce  more  food,  more  clothing,  more  materials  for  housing,  and  more  rnechanical 
power  to  lighten  their  burdens. 


From  Flarry  S.  Truman’s  Inaugural  Address,  January  iq,  1949 


'A* 


On  January  20,  1949,  with  the 
fear  of  communism  an  ever-growing 
shadow  in  America,  President  Truman 
launched  the  country  on  a “program 
for  peace  and  freedom”  that  had,  as 
its  fourth  and  final  point,  the  United 
States’  official  commitment  to  provide 
poor  nations  with  economic  assistance 
— with  the  underlying  goal  that  aid 
would  sway  them  toward  democracy, 
and  away  from  communism. 

Though  Truman’s  speech  marked 
the  definitive,  official  commitment  of 
the  United  States  to  foreign  economic 
development,  it  was  hardly  the  nation’s 
first  foray  into  foreign  aid. 

As  Vernon  Ruttan  notes  at  the  start 
of  United  States  Development  Assis- 
tance Policy:  The  Domestic  Politics 
of  Foreign  Economic  Aid,  Truman’s 
inaugural  address  was,  instead  of  a 
beginning,  a key  turning  point  in 
U.S.  policy  from  an  “almost  exclusive 


emphasis  on  postwar  relief  and 
reconstruction  policy  to  a focus  on 
economic  development.” 

The  focus  on  postwar  relief  and 
reconstruction  was  evidenced  by  such 
undertakings  as  the  1947,  U.S. -aid 
based  Marshall  Plan,  a vast  recon- 
struction program  for  Western  Europe 
following  the  devastation  of  the  sec- 
ond World  War.  A similar  aid  program 
for  Greece  and  Turkey  was  devised, 
also  in  1947.  Requested  by  President 
Truman  in  March  and  approved  by 
Congress  in  May,  the  act  provided 
$250  million  for  Greece  and  $150 
million  for  Turkey,  to  be  put  toward 
both  financial  and  military  objectives. 
Again,  a central  objective  was  the 
containment  of  Communism  through 
the  expenditure  of  American  dollars. 

The  above  examples,  along  with 
a series  of  technical  and  economic 
missions  to  various  Latin  American 
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Collection  of  letters  from  the  Colonization 
Society  regarding  financial  aid  to  Liberia. 
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countries  in  the  1930s  and  early 
1940S,  were  large-scale,  fully  fledged 
missions,  undertaken  as  part  of  a 
larger  world  vision  set  forth  by  the 
American  government — a vision  that 
was  in  no  little  way  influenced  by 
the  threat  of  competing,  antithetical 
world  views. 

But  the  history  of  American  finan- 
cial aid  began  a long  time  before 
such  relatively  recent  undertakings. 
Throughout  the  19th  century,  well 
before  the  country  was  a dominant 
world  power,  numerous  Americans 
went  abroad  on  a number  of  technical 
missions,  both  publicly  and  privately 
funded.  Missions  ranged  from  informal 
diplomacy  to  military  in  scope,  and 
focused  on  such  issues  as  health,  agri- 
culture, and  education.  Widely  varied 
both  in  nature  and  motive,  full  of  mis- 
steps and  false  starts,  these  programs 
nonetheless  set  the  stage  for  their  later, 
more  sophisticated  descendants. 

American  lawmakers  typically 
viewed  overseas  missions  with  a good 
deal  of  ambivalence,  even  skepticism. 
As  is  still  sometimes  the  case  these 
days,  how  the  program  would  benefit 
the  recipient  was  often  less  important 
than  how  it  would  benefit  the  giver. 
In  terms  of  improved  diplomacy,  this 
meant  better  trade  relations  and 
opportunities  for  American  investors 
and  businesses.  In  Prelude  to  Point 
Four:  American  Technical  Missions 
Overseas,  18^8-19^8,  Merle  Curti 
and  Kendall  Birr  write  that,  “The  role 
of  the  U.S.  government  in  these  ven- 
tures varied  considerably.  In  many 
cases,  the  government  was  not 
involved  at  all...  officials  frequently 
saw  little  justification  for  encouraging 
men  and  missions  dedicated  to  the 
solution  of  the  internal  problems 
of  foreign  nations.  In  other  cases, 
however,  officials  cooperated  in  this 
work,  particularly  if  American  inter- 
ests were  involved.” 

Prior  to  the  Civil  War,  for  example, 
the  U.S.  government  (like  many  other 
governments  at  the  time)  sponsored  a 


One  of  America’s  earliest  missions  of 
foriegn  aid  was  the  Western  African 
Republic  of  Liberia. 


number  of  information-gathering  trips 
by  engineers  and  scientists,  who  were 
mandated  to  compile  data  that  could 
serve  the  national  interest. 

One  of  the  first  successful  enter- 
prises was  a duo  of  expeditions  sent  to 
La  Plata  basin  in  the  1850s.  Eager  to 
capitalize  on  trade  with  Latin  America, 
the  Fillmore  Administration  in  1853 
sent  Lt.  Thomas  Jefferson  Page  to 
report  on  the  basin’s  natural  resources 
and  trade  possibilities.  Following  the 
first  mission,  which  lasted  three  years. 
Page  gave  his  report  to  the  government 
and  also  published  a book  that  did 
much  to  stimulate  interest  in  and  travel 
to  the  area  — so  much  that  when  Page 
moved  to  Argentina  following  the 
Civil  War,  a former  president  informed 
him  that  no  other  man  had  done  so 
much  for  the  country’s  economy. 

That  many  of  these  missions  pro- 
vided invaluable  information  to  their 
respective  foreign  governments  was 
a boon  to  America  — particularly  if  it 
served  to  improve  official  relations 
between  the  two  countries  — but 
hardly  the  central  goal.  However, 
there  were  exceptions.  As  American 
missions  spread  evidence  of  the  coun- 
try’s resources  and  abilities  across  the 
globe,  foreign  governments  began  to 
request  U.S.  aid.  In  short,  note  Curti 
and  Birr,  there  was  an  increasing  “shift 
in  the  balance  of  trade  and  ideas.” 

Indicators  of  this  impending  bal- 
ance shift  could  be  seen  as  early  as 
1850,  the  year  in  which  the  American 
government  published  an  official  doc- 
ument containing  a report  on  Liberia 
from  the  Reverend  Ralph  R.  Gurley,  a 


member  of  the  American  Colonization 
Society  who  had  been  sent  to  the  West 
African  nation  to  gather  information 
for  the  government.  As  a result  of  his 
observations,  Gurley  proposed  that 
the  United  States  appropriate  $50,000 
annually  for  10  years  in  order  to  help 
the  badly  under-financed  Liberia  real- 
ize the  potential  of  its  underdeveloped 
harbors  and  agricultural  resources. 

To  be  sure,  Gurley  understood  that, 
in  aiding  Liberia,  the  United  States 
would  quite  likely  widen  its  trade  pos- 
sibilities and  create  new  markets  for 
American  products  and  services — he 
was  certainly  politically  savvy  enough 
to  include  both  of  these  points  in  his 
proposal.  But  Gurley’s  main  focus  was 
philanthropic  rather  than  commercial. 
He  wrote: 

Yet  far  higher  and  nobler  motives 
than  those  of  gain  will,  I trust, 
incline  our  national  authorities  to 
encourage  and  assist  the  citizens  of 
Liberia...  that  they  may  recover 
their  long-lost  inheritance,  show 
their  ability  to  build  up  civilized 
cities  and  states  in  regions  where 
they  have  been  unknown,  and  bring 
a vast  continent,  now  lying  in  dim 
eclipse,  within  the  circle  and  the 
influence  of  enlightened  nations. 

Here,  nearly  a century  before  Presi- 
dent Truman  laid  out  as  official  Amer- 
ican policy  the  giving  of  economic  aid 
to  poor,  underdeveloped  nations,  were 
the  values  and  beliefs  underpinning  his 
inaugural  address,  presented  within  an 
official  government  document. 

Given  the  circumstances  of  Liberia’s 
founding,  it  is  hardly  surprising  that 
the  government  should  show  such 
interest  in  its  problems.  It  was,  after 
all,  a Congressional  act  in  1819  that 
originally  called  for  the  colonization  of 
an  area  of  West  Africa  by  free  Ameri- 
can blacks  and  former  slaves,  and 
American  dollars  that  largely  financed 
the  undertaking. 

An  original  sum  of  $100,000  was 
earmarked  for  the  initial  voyage  and 
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for  serriiig  up  the  fledgling  colony,  and 
aid  conrinued  after  that.  In  1827  and 
1828  alone,  Congress  appropriated  a 
combined  sum  of  $86,710,  despite  a 
growing  battle  between  those  who 
sought  to  extend  governmental  assis- 
tance and  control,  (thus  departing  from 
the  original  course,  in  which  the  United 
States  was  never  to  govern  Liberia)  and 
those  who  wanted  to  abandon  relations 
altogether  with  the  fledgling  nation 
(Liberia  declared  itself  an  independent 
country  in  1847). 

Unfortunately  for  Liberia,  those 
who  wanted  to  be  nd  of  responsibility 
for  the  West  African  polity  held  enough 
sway  to  ensure  that  the  1850  proposal 
was,  for  the  time  being,  dead  in  the 
water.  While  the  United  States  might 
publish  such  lofty  sentiments  as  the 
Reverend  Gurley’s,  it  was  hardly 
prepared  to  act  on  them  — especially 
when  one  considers  the  mounting 
racial  tensions  of  that  period  in 
American  history. 

In  fact,  it  would  be  more  than  half  a 
century  before  the  United  States  began 
to  make  any  serious  efforts  toward 
Liberian  aid,  and  even  then  the  efforts 
would  come  to  little.  Meanwhile, 
America  was  busy  elsewhere,  launch- 
ing a string  of  technical  missions  to 
Japan  during  the  1870s,  assisting 
China  in  developing  its  mining  tech- 
niques in  1886  and  establishing  a 
much-resented  financial  protectorate 
in  the  Dominican  Republic  in  1904, 
after  the  country  reneged  on  debts  to 
Great  Britain- — to  name  only  a few 
foreign  programs. 

But,  if  the  United  States  was  unwilling 
to  fully  commit  its  dollars  and  man- 
power to  Liberia,  it  was  also  unwilling 
to  entirely  abandon  the  struggling 
country,  which  seemed  doomed  to 
succumb  either  to  internal  conflict  with 
hostile  native  groups  or  to  the  imperi- 
alistic encroachments  of  Great  Britain 
or  France.  Finally,  in  1908,  after  reluc- 
tantly accepting  a series  of  loans  from 
Great  Britain  and  being  saddled  with 
the  accompanying  financial  controls. 


Liberia  sent  a commission  to  the  United 
States  to  discuss  loans  and  other  means 
of  relieving  its  plight.  Wanting  to 
ascertain  the  situation  firsthand,  the 
United  States  returned  the  favor;  on 
March  4,  1909,  $30,000  was  appro- 
priated under  the  Deficiency  Act  to 
fund  a commission  to  Liberia. 

The  commission’s  report,  presented 
to  the  State  Department  in  October  of 
that  year,  recommended  that  the  United 
States  assume  control  of  Liberia’s  cus- 
toms in  order  to  see  that  the  country’s 
debts  were  repaid,  help  restructure 
several  governmental  services  and  to 
maintain  the  frontier,  and  develop  and 
maintain  a research  center  that  would 
bring  badly-needed  American  tech- 
nologies to  the  underdeveloped  nation. 

Working  from  these  recommenda- 
tions, the  Taft  administration,  focused 
as  it  was  on  dollar  diplomacy,  agreed 
to  aid  Liberia  in  strengthening  its 
military  both  on  the  frontier  and  in 
the  restive  interior  areas,  and  also  to 
provide  the  country  with  a means  of 
repaying  its  debts.  This  was  to  be 
achieved  through  an  international 
loan  of  $2,000,000  by  bankers  of  the 
United  States,  France,  Great  Britain, 
and  Germany.  The  American  bankers 
were  J.R  Morgan  & Company,  Kuhn, 
Loeb  &c  Company,  The  National  City 
Bank  of  New  York  and  the  First 
National  Bank  of  New  York.  Ronald 
R Faulkner,  an  expert  on  colonial  eco- 
nomics who  had  led  the  1909  U.S. 
commission  to  Liberia,  was  tapped  to 
serve  as  the  nation’s  financial  adviser. 

Finally,  on  November  ii,  19 ii,  a 
loan  of  $1,700,000  was  ratified  by  the 
Liberian  legislature.  But  those  who 
had  hoped  for  an  alleviation  of  the 
country’s  financial  woes  were  quickly 
disillusioned.  It  soon  became  clear 
that  the  customs  receivers  of  each 
lending  country  were  not  able  to 
put  aside  their  national  rivalries  and 
interests,  and  that,  further,  Liberian 
officials,  fearing  encroachments  on 
their  independence,  were  not  inclined 
to  smooth  the  process.  Nonetheless, 


the  receivership  struggled  along  until 
iyi6,  when  international  trade  dis- 
ruptions caused  by  World  War  I made 
it  impossible  to  continue.  The  finan- 
cial protectorate  had  failed  and,  once 
again,  Liberia  would  have  to  wait  for 
substantive  financial  assistance  from 
the  United  States. 

In  the  hesitant  stops  and  starts 
toward  Liberian  aid  can  be  seen  the 
seeds  of  later,  fully -realized  economic 
assistance  policies  of  the  United 
States.  Yet  it  remains  a world  away 
from  the  sophisticated  foreign  aid 
mechanisms  now  in  use  by  the  coun- 
try. Perhaps  the  greatest  similarity  can 
be  found  in  the  ambivalence  espoused 
by  so  many  American  officials  toward 
foreign  interference  — an  ambivalence 
that  was  stark  in  comparison  to  the 
imperial  European  powers  of  the  19th 
century,  and  one  that  can  still  be 
found  in  public  debate  today.  BO 
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By  Russell  Roberts 


Jim  Fisk  was  a born  RocuE-a  bold,  impetuous 
rascal  of  the  type  that  could  only  have  belonged 
to  the  Gilded  Age  of  the  late  19th  century.  His 
life  was  a testimony  to  both  his  ingenuity  and  his 
willingness  to  take  a risk.  He  had  a seemingly 
bottomless  well  of  luck  in  financial  matters. 

Eventually,  however,  his  luck  ran  out. 

It  was  appropriate  that  James  Fisk  Jr. 
was  born  on  April  Fools  Day,  1835,  at  Pownal, 
Vermont,  for  in  his  life  Fisk  made  fools  of 
many  men.  After  his  mother  died  when  he  was 
a baby,  his  father,  an  itinerant  peddler,  remarried 
and  moved  his  family  to  Brattleboro,  Vermont. 
There  he  continued  his  nomadic  profession, 
selling  his  wares  from  the  back  of  a wagon  to 
bored  housewives. 

At  age  15,  young  Fisk  fell  under  the  siren’s  call 
that  bewitched  many  young  men  in  this  simpler 
era,  and  ran  away  to  join  the  circus.  For  several 
years  he  traveled  with  the  clowns  and  the  grease- 
paint, performing  whatever  odd  jobs  needed 
to  be  done  as  the  circus  rolled  into  town  after 
town  and  persuaded  the  entertainment-starved 
populace  to  come  see  the  show.  Somewhere 
along  the  way,  the  transformation  of  Fisk  into  a 
full-borne  huckster  was  complete.  He  had  always 
had  the  raw  ability,  but  the  circus  polished  it  into 
a diamond-hard  smoothness. 

When  Fisk  quit  the  circus  and  returned  home 
around  age  18,  he  promptly  informed  his  father 
that  he  was  going  about  pedaling  all  wrong. 
His  horses  were  old,  his  wagon  was  decrepit,  and 
his  clothing  deplorable.  Flash  and  polish  were 
the  thing,  said  young  Fisk,  to  excite  sales.  To 
prove  his  point,  young  Fisk  bought  his  own 
wagon,  painted  it  bright  red  with  yellow  wheels, 
put  on  a top  hat  and  striped  coat,  and  was  soon 
out-selling  his  father. 

Having  gotten  the  message,  the  elder  Fisk 
copied  his  son,  and  soon  business  was  so  good 
that  the  pair  added  a third  wagon.  By  1856,  Fisk 
Jr.  had  five  wagons  operating  (the  father  having 
retired).  He  had  also  acquired  a wife,  the  former 
Fucy  Moore.  She  quickly  discovered  that  being 
married  to  Fisk  did  not  translate  into  an  exclu- 
sive arrangement  for  his  attention. 

While  the  American  Civil  War  was  tragic  for 
many,  it  was  an  economic  opportunity  for  Fisk. 
He  became  one  of  the  first  of  the  war  profiteers. 
One  estimate  is  that  his  purchases  of  contraband 
cotton  totaled  $800,000  per  day. 

The  war  also  gave  Fisk  his  first  opportunity 
for  a scam.  On  the  day  of  Fee’s  surrender  at 
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Apponiarrox,  I'isk  sent  an  associate  on 
a fast  ship  to  London,  where  he  ener- 
getically sold  Southern  bonds  short  at 
$8o  before  the  news  of  the  South’s 
defeat  could  reach  investors,  which  it 
did  by  boat  soon  after.  As  Fisk  knew, 
the  Confederate  bonds  sunk  in  price 
(to  $12.),  and  he  pocketed  the  differ- 
ence between  $8o  and  $22. 

That  was  Fisk’s  first  large-scale 
fleecing  of  the  financial  world.  But 
more  was  to  come. 

Fdaving  dipped  his  toe  into  the 
water  of  Wall  Street,  Fisk  decided  to 
plunge  in  headfirst.  A contemporary 
described  the  scene:  “The  blonde, 
bustling  and  rollicking  James  Fisk,  Jr. 
came  bounding  into  the  Wall  Street 
circus  like  a star-acrobat,  fresh,  exu- 
berant, glittering  with  spangles,  and 
turning  double-summersets...  He  is 
first,  last  and  always  a man  of  theatri- 
cal effects,  of  grand  transformations, 
and  blue  fire.” 

Never  one  to  do  anything  halfway, 
Fisk  decided  to  take  on  the  enor- 
mously wealthy  and  prominent  Com- 
modore Cornelius  Vanderbilt.  In  a 
stock  scheme  that  would  take  another 
whole  article  to  explain,  Fisk  and 
his  partners  Jay  Gould  and  original 
“robber  baron”  Daniel  Drew  defeated 
Vanderbilt  in  a struggle  for  control  of 
the  Erie  Railway. 

Newspaper  reporters,  who  during 
this  era  covered  Wall  Street  and  its 
colorful  characters  with  the  same  flair 
that  they  cover  celebrities  today, 
found  a new  player  in  their  midst. 
At  one  point,  when  Fisk  and  friends 
had  to  flee  to  a Jersey  City  hotel  to 
escape  the  law,  a scribe  wrote,  “The 
excitement  of  the  situation  was  rather 
enjoyed... by  Mr.  Fisk,  who  now  bus- 
tled about  with  a most  determined 
looking  visage... issued  orders,  puffed 
away  at  his  cigar,  kept  up  a constant 
discharge  of  puns  [and]  vowed  he 
would  never  be  taken  alive...” 

Fisk  was  clearly  in  his  element.  With 
his  wife  safely  ensconced  in  Boston,  he 
took  up  in  New  York  with  an  erst- 
while actress  named  Josie  Mansfield. 


d'his  flagrant  flaunting  of  the  laws  of 
morality  bothered  many  of  his  col- 
leagues on  Wall  Street,  who  otherwise 
thought  nothing  of  breaking  those 
same  laws  to  enrich  themselves,  (ihief 
among  them  was  Jay  Gould,  a quiet, 
nervous,  shy  man  who  seemed  an  odd 
partner  for  the  bombastic  Fisk. 

But  Gould  and  Fisk  were  quickly 
becoming  a team  to  be  reckoned  with 
on  Wall  Street,  as  they  proved  after 
the  Vanderbilt  fight.  They  turned 
around  and  fleeced  their  former 
confederate  Drew  in  another  Erie-ori- 
ented stock  scheme,  an  operation  so 
brilliant  that  a Street  colleague  was 
moved  to  describe  Fisk  as  full 
of  “boldness... impudence... cheek... 
[and]  brass...” 

Realizing  that  he  needed  powerful 
protectors,  Fisk  became  friendly  with 
Boss  Tweed,  who  held  much  of  New 
York’s  political  and  legal  establish- 
ment in  his  pocket.  Thus  safe,  Fisk  felt 
free  to  install  Mansfield  in  a dwelling 
that  he  remodeled  expressly  for  her 
at  a cost  of  $65,000.  To  those  who 
disapproved  of  Mansfield  because 
of  Fisk’s  existing  marriage,  he  had  a 
ready  retort:  “I  have  an  inalienable, 
constitutional,  and  natural  right  to 
love  whom  I may...” 

Fisk  was  vilified  by  newspapers  and 
in  pulpits,  but  nothing  seemed  to 
bother  him.  Then  in  1869  he  and 
Gould  pulled  the  ultimate  con;  they 
tried  to  corner  America’s  gold  supply 
and  ran  the  price  up  to  make  a wind- 
fall before  the  federal  government 
finally  intervened.  This  “Black  Friday” 
maneuver  by  the  pair  (covered  previ- 
ously by  Financial  History)  caused  the 
failure  of  several  large  financial  insti- 
tutions, and  major  losses  among  other 
investors.  Fisk  commented  on  the 
financial  fiasco,  “A  fellow  can’t  have  a 
little  innocent  fun  without  everybody 
raising  a halloo  and  going  wild.” 

No  wonder  that  a rumor  that  Fisk 
had  been  shot  and  killed  by  a “gold 
victim”  was  cheered  on  Wall  Street! 

Fisk  hunkered  down  in  the  former 
Pike’s  Opera  House,  which  he  had 


bought  and  refurbished  as  a corporate 
office  for  the  FTie  Railway.  Yet  as 
much  as  Wall  Street  colleagues  hated 
him,  his  very  brazenness  won  him  a 
measure  of  fame  with  the  common 
man.  I le  was  a rascal,  true,  but  he 
was  honest  about  his  motives.  Others 
pretended  to  be  pious  and  true  with 
one  hand,  but  fleeced  the  public  with 
the  other. 

Fisk,  with  his  rotund  body  and 
waxed  red  mustaches,  somehow 
became  a colonel  in  the  Ninth  Regi- 
ment of  the  New  York  National 
Guard,  where  his  chief  passion  became 
the  regiment’s  band.  He  divided  his 
time  between  that,  putting  on  operas 
at  the  Opera  House,  the  Erie  Railway, 
and  Mansfield. 

But  events  were  conspiring  against 
him.  In  the  summer  of  1869,  Fisk 
introduced  Edward  S.  Stokes,  a hand- 
some Wall  Street  acquaintance,  to 
Josie  Mansfield.  Soon  Fisk  had  lost 
her  to  Stokes  in  a very  public  display 
that  noted  diarist  George  Templeton 
Strong  called  “a  special  stinkpot.” 
Stung,  Fisk  produced  an  affidavit  that 
alleged  that  Stokes  and  Mansfield 
were  blackmailing  him.  The  com- 
bustible Stokes  sued  him  for  libel. 

As  the  case  wound  its  very  noisy 
way  through  the  courts,  Stokes’  shaky 
psyche  became  unhinged  by  the 
adverse  publicity.  On  the  afternoon  of 
Saturday,  January  6,  1872,  Stokes  shot 
Fisk  twice  on  the  staircase  of  the 
Grand  Central  Hotel. 

“For  God’s  sake,”  Fisk  shouted, 
“will  anybody  save  me?” 

But  nobody  could.  The  next  morn- 
ing, after  lapsing  into  a coma,  he  died. 
His  wife,  who  had  rushed  down  from 
Boston  to  be  at  his  side,  cried,  “He 
was  such  a good  boy!” 

He  was  certainly  interesting.  BD 
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Corporate  Governance 

From  Crown  Charters  to  Dot  Corns 

By  Irene  Macaiiley 


“Merchants  have  no  country.” 
So  asserted  Thomas  Jefferson  in  writ- 
ing about  his  concerns  over  corporate 
accountability  in  1814.'  He  subse- 
quently warned  the  country  to  not 
create  “immortal  persons”  in  the  form 
of  corporations.  Decades  later,  the 
courts  would  ignore  that  warning. 

Sound  corporate  governance  — 
how  a public  company  fulfills  its 
responsibilities  to  its  investors  and 
other  stakeholders  — is  not  merely 
being  responsible  for  making  profits, 
it  should  also  ensure  accountability, 
fairness,  and  transparency  in  the 
conduct  of  business. 

But  to  whom  are  corporations 
accountable?  Today,  government 
works  with  independent,  private  orga- 
nizations to  encourage  self-regulation. 
It  was  not  always  so.  In  earlier  times, 
there  were  no  federal  laws  to  regulate 
governance.  States,  on  behalf  of  public 
citizens,  did  the  regulating. 


The  Crown  Charters 

America  was  actually  settled  by  early 
corporations.  In  17th  century  England, 
companies  were  chartered  by  the 
Crown  to  help  colonize  the  New 
World.  Investors  pooled  capital  and 
launched  massive  trading  ventures. 
These  joint  stock  companies  created 
colonies  in  America  that  served  as 
sources  of  raw  material  and  as  markets 
for  exports  from  England.  The  Massa- 
chusetts Bay  Company  and  the  East 
India  Company  were  two  examples  of 
these  trade  monopolies. 
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Headline  announcing  the  break-up  of  the  Standard  Oil  Trust  into  33  separate  companies  in  lyi  i. 


Early  citizens  of  the  colonies,  bur- 
dened by  increasingly  onerous  taxes 
and  import  duties  imposed  by  the 
Crown,  had  no  say  m how  they  were 
governed  and  taxed.  The  Boston  Tea 
Party  in  1774  epitomized  the  growing 
wrath  of  the  citizenry  and  presaged 
the  American  Revolution.  The  War 
of  Independence,  which  began  the 
following  year,  was  not  merely  a 
revolt  against  the  Crown;  it  was  a 
fight  for  independence  from  royal- 
chartered  corporations. 

America’s  founding  fathers  pur- 
posefully “created  a new  nation  in 
which  government  could  not  interfere 
in  the  individual  wealth-creating  activ- 
ities of  its  citizens.”  The  result, 
according  to  Professor  Paul  Tiffany  of 
the  Wharton  School,  is  “a  long  history 
of  abuses. ”2 

In  1787,  the  year  the  Constitution 
was  framed,  there  were  fewer  than 
40  corporations  in  the  United  States. 
Except  for  a general  suspicion  of  cor- 
porate power,  the  public  gave  them 
little  thought.  It  had  full  confidence 
that  it,  the  citizen  public,  controlled 
proper  regulation  through  their  elected 
state  legislators;  citizen  oversight,  it 
believed,  would  keep  corporations 
honest  in  serving  the  public  interest. 

Typically,  corporations  were  char- 
tered by  the  state  to  perform  specific 
public  functions,  mostly  infrastructure 
building — bridges,  canals,  turnpikes, 
railroads  — or  financial  services  such 
as  banking.  Each  corporation  was 
granted  a charter  by  the  state  in  which 
it  did  business,  and  the  corporation 


and  its  officers  were  held  to  stringent 
regulatory  standards.  Typical  controls 
included:  full  liability,  limited  life 
span,  service  to  the  public,  full  disclo- 
sure of  documents,  and  prohibition 
from  making  political  contributions. 
When  transgressions  occurred,  direc- 
tors could  be  summarily  removed 
by  shareholders. 

When  Thomas  Jefferson  embar- 
goed trade  with  Britain  and  Erance 
in  the  early  1800s,  Americans  formed 
new  companies  to  supply  products 
previously  imported.  These  new  com- 
panies amassed  capital  for  building 
factories.  Their  mission,  however, 
differed  from  that  of  earlier  corpora- 
tions in  one  important  aspect:  To  cre- 
ate private  wealth  rather  than  to 
merely  serve  a public  service. 

These  new  bodies  needed  new  laws 
under  which  to  operate,  but  they  were 
slow  in  coming. 

Inalienable  Rights 

Until  1880,  the  American  people  were 
still  in  control  of  corporations.  But  the 
democratic  traditions  of  corporate 
governance  that  had  previously  pre- 
vailed were  beginning  to  falter.  The 
shift  in  power  began  in  the  aftermath 
of  the  Civil  War  as  corporations 
gained  political  clout  and  power. 

With  the  end  of  the  Civil  War, 
America  was  ripe  for  economic  expan- 
sion. Land,  resources,  and  cheap 
labor  were  plentiful.  Opportunities  for 
mobilizing  large  capital  and  for  build- 


ing large  businesses  were  unparalleled. 
The  so-called  “robber  barons”  grabbed 
those  opportunities. 

Congress  passed  legislation  to  help 
govern  economic  development  and 
to  thwart  monopoly  building:  the 
National  Banking  Act,  Tariff  Act, 
Homestead  Pacific  Railroad  Act,  and 
more.  With  fortitude  and  creativity, 
corporations  soon  found  ways  to 
circumvent  anti-monopoly  regulation. 

They  formed  cartels  in  which  com- 
petitors in  an  industry  came  together  to 
control  prices,  a move  not  then  illegal. 
The  next  step  was  a form  of  interlock- 
ing directors  and  shareholdings,  the 
trust.  John  D.  Rockefeller’s  Standard 
Oil  of  Ohio  became  the  first  trust  in  the 
nation  in  1882.  Instead  of  issuing 
stock,  as  a trust  Standard  Oil  issued 


Senator  John  Sherman  wrote  the  Sherman 
Antitrust  Act  in  1890  to  curtail  the  power 
of  big  monoplies. 


“trust  certificates”  and  was  overseen  by 
a board  of  “trustees.”  Thus,  anti- 
monopoly  laws  were  not  broken  and 
expansion  was  assured.  Other  indus- 
tries followed  suit.  By  1890,  300 
trusts  were  parents  to  more  than 
5,000  companies.  These  trusts  earned 
massive  profits  by  using  one  formula: 
high  prices,  low  wages,  and  anti-com- 
petitive strategies. 
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In  a landmark  case^  decided  in 
1 886,  the  Supreme  Court  defined  a 
corporation  as  a “natural  person” 
sheltered  by  the  14th  Amendment 
(ratified  in  1868  to  protect  the  rights 
of  freed  slaves).  Under  this  definition, 
courts  struck  down  myriad  state  regu- 
lations. In  that  year  alone,  the 
Supreme  Court  struck  down  23 o laws 
that  regulated  corporations. 


Sherman  To  The  Rescue? 

There  continued  to  be  much  public 
opposition  to  trusts.  Citizen  concern 
led  to  the  first  antitrust  law,  the  Sher- 
man Antitrust  Act,4  enacted  in  1890. 
It  was  meant  to  curtail  the  power  of 
big  monopolies:  “Every  contract, 
combination  in  the  form  of  trust  or 
otherwise,  or  conspiracy  in  restraint 
of  trade  or  commerce  among  the 
several  states  or  with  foreign  nations, 
is  hereby  declared  illegal.”  There 
was  no  initial  effect.  New  state  law 
legalized  holding  companies, ^ and 
newer  business  forms  evolved  in  the 
form  of  mergers. 

In  1899  alone,  Andrew  Carnegie 
consolidated  various  steel  properties 
to  form  Carnegie  Steel.  Copper  pro- 
ducers merged  to  create  the  American 
Smelting  and  Refining  Company 
(Asarco)  trust;  Guggenheim  refused  to 
join  the  copper  trust  and  formed  an 
alliance  with  mine  owners  in  order  to 
compete  with  Asarco.  International 
Paper  was  created  by  the  merger  of 
30  U.S.  and  Canadian  companies. 
Union  Bag,  a 30-year-old  patent  pool, 
reorganized  to  create  a trust  to  squeeze 
out  competition,  mainly  International 
Paper.  Rockefeller-controlled  light 
and  gas  companies  merged  to  form 
Consolidated  Edison. 

Top:  Stock  in  the  Consolidated  Edison 
Company,  which  was  formed  by  the 
merger  of  Rockefeller- controlled  light 
and  gas  companies. 

Center:  Certificate  for  common  stock 
in  WorldCom,  which  filed  for  bankruptcy 
on  Inly  ly,  looz. 

Bottom:  Shares  in  Idiron  Corporation 
issued  in  100 z. 
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Another  trend  was  emerging.  Big 
eompanies  were  passing  from  the 
hands  of  owner-capitalists  into  the 
hands  of  a new  group  of  “managers” 
who  ran  the  corporations  by  virtue  of 
their  know-how.  The  entrepreneurial, 
production-oriented  industrialists  of 
the  early  19th  century  had,  by  the  end 
of  the  century,  become  the  sales  and 
strategy-oriented  “captains  of  indus- 
try”— Carnegie,  duPont,  Mellon, 
Morgan,  and  Rockefeller  among 
them.  They  directly  controlled  their 
investments,  and  their  corporations 
were  accountable  only  to  them. 

As  corporations  grew  in  size,  own- 
ers replaced  themselves  with  profes- 
sional managers.  These  managers 
were  adherents  of  Frederick  Taylor’s 
“scientific  management”  (automation) 
philosophy,  the  result  of  Taylor’s  time 
and  motion  studies.  They  were  hired 
based  on  their  expertise,  ability  to 
produce  performance  reports,  and 
aptitude  at  P&L  accounting. 

Presidents 
As  Trustbusters 

Concerns  about  monopolies  height- 
ened. Theodore  Roosevelt’s  “Square 
Deal,”  balancing  the  rights  of  both 
companies  and  average  citizens, 
strengthened  the  effectiveness  of 
antitrust  legislation.  His  goal  was 
to  regulate  big  business.  In  1902, 
Congress  formed  the  Bureau  of 
Corporations  to  do  the  regulating, 
and  the  Supreme  Court  ruled  that 
the  Sherman  Act  could  be  applied  to 
holding  companies. 

The  Department  of  Justice  estab- 
lished its  Antitrust  Division  in  1903. 
That  same  year,  the  Elkins  Act  was 
passed  by  Congress  to  strengthen  the 
Interstate  Commerce  Commission, 
which  had  been  created  in  1887  to 
regulate  railroads. 

William  Howard  Taft  succeeded 
Roosevelt  as  president  in  1909  — he, 
too,  took  on  the  role  of  trustbuster. 
Two  years  later,  the  Supreme  Court 


ordered  trusts  and  combinations  to  be 
dissolved  for  exercising  monopoly 
power  in  violation  of  the  Sherman  Act. 


During  President  Franklin  Roosevelt’s 
“New  Deal,  ” trusthusting  actions  lessened. 


The  Standard  Oil  trust  was  broken 
into  five  separate  corporations  com- 
prising 33  companies.  American 
Tobacco  and  the  railroad  combine 
Northern  Securities  were  declared 
illegal  monopolies  and  were  broken 
into  separate  companies.  The  next 
year,  1912,  DuPont  was  ordered  to 
divest  itself  of  some  of  its  explosives 
factories. 6 

Woodrow  Wilson  ushered  in  the 
“New  Freedom”  era  in  1914.  An  early 
act  of  his  administration  was  passage 
of  the  Clayton  Antitrust  Act  and 
creation  of  the  Federal  Trade  Com- 
mission. He  wanted  to  abolish  price 
discrimination,  linking  of  multiple 
products,  corporate  mergers,  and 
interlocking  directorates.^ 

The  following  decade  was  a period 
of  flagrant  politico/business  alliances 
and  cutthroat  competition. 

Merger  Mania 

On  January  17,  1925,  President 
Calvin  Coolidge  told  an  audience  of 
newspaper  editors:  “The  business  of 
America  is  business.”  Although  Con- 
gress passed  the  Corrupt  Practices  Act 


that  year,  for  the  rest  of  the  1920s, 
antitrust  prosecution  waned  and 
merger  mania  continued. 

Adolph  Berle  and  Gardiner  Means 
compiled  their  classic  study  of  the 
American  marketplace  in  1932.^  They 
discovered  that  one-half  of  all  corpo- 
rate wealth  was  in  the  hands  of  just 
200  companies.  If  these  companies 
continued  to  grow  at  their  1932  rate, 
they  predicted  that  by  1950  these  200 
companies  would  control  three-quarters 
of  the  country’s  incorporated  wealth. 
They  also  found  that  90  percent  of  large 
firms  were  controlled  by  managers 
rather  than  by  shareholder  owners. 

Franklin  Roosevelt  took  over  the 
helm  of  a Depression-weary  country 
in  1933.  During  his  “New  Deal,”  trust- 
busting  actions  lessened;  in  fact,  big 
companies  were  encouraged  to  combine 
to  boost  prices  and  heighten  produc- 
tivity. But  there  was  new  legislation,  to 
forbid  holding  companies. 

The  Glass-Steagall  Act  became  law 
in  1933;  it  barred  banks  from  dealing 
in  stocks  and  bonds.  The  National 
Industrial  Recovery  Act  was  passed  to 
ensure  “codes  of  fair  competition.” 
The  next  year,  the  Securities  and 
Exchange  Commission  was  created  to 
police  the  securities  industry. 

The  Conglomerates 

The  1950  Amendment  to  the  Clayton 
Act,  meant  to  curb  mergers,  prevented 
companies  from  buying  up  stock  in 
other  companies,  but  large  corpora- 
tions found  other  ways  to  achieve 
mergers.  There  were  more  than  200 
in  1950,  and  more  would  follow. 
Textron,  the  world’s  first  business 
conglomerate,  moved  out  of  textiles 
into  diversified  businesses,  thus  setting 
a model  for  other  conglomerates  to 
follow,  and  follow  they  did. 

Antitrust  legislation  forced  corpo- 
rations away  from  direct  “concentra- 
tion-affecting” mergers  to  diversified 
acquisitions.  By  the  1960s,  conglom- 
erates were  gobbling  up  unrelated 
continued  on  page  36 
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Disneyland,  the  original  Magic  Kingdom,  is  an 
American  classic.  A treasured  vacation  destination 
for  generations  of  kids  (and  kids  at  heart),  it  draws 
guests  from  around  the  world  year  after  year.  But, 
incredibly,  Disneyland  was  a financial  long  shot  at 
the  outset.  Derided  initially  as  "Walt's  Folly,"  this 
American  success  story  almost  never  was. 


New  Directions: 

A Break  With  Tradition 

By  the  early  1950s,  Disneyland 
founder,  Walt  Disney,  had  achieved 
widespread  acclaim  in  filmmaking. 
He  had  won  13  Academy  Awards 
between  1932  and  1941,  invented 
many  techniques  still  used  today  in 
motion  pictures,  and  created  several 
of  the  most  beloved  animated  charac- 
ters in  movie  history.  Yet,  in  spite  of 
these  accomplishments,  he  nearly  was 
not  able  to  finance  his  next  project  — 
a new  kind  of  amusement  park  that 
became  his  greatest  achievement. 


“Walt  Disney  was  stepping  outside 
his  field  in  the  1950s  when  he  decided 
to  build  Disneyland,”  explains  Dave 
Smith,  archives  director  for  The  Walt 
Disney  Company.  “Even  though  he 
had  created  a reputation  as  a film- 
maker, he  had  no  track  record  build- 
ing amusement  parks.  And,  since 
amusement  parks  did  not  have  a very 
good  reputation  in  those  days,  many 
people  wondered  why  Walt  was  get- 
ting involved  in  this  new  field.  Since 
Walt  wanted  to  reinvent  the  whole 
field  with  his  ‘theme  park,’  no  one 
knew  what  to  expect.” 


Top  Left:  Aerial  view  of  the  Disneyland  site. 

Bottom  Left:  Opening  day  at  Disneyland, 
July  17,  1955. 

This  Page:  Walt  Disney  shows  off  plans  for 
Fantasy  Land. 


Inspiration  From 
Small  Sources 

Walt  Disney’s  vision  of  a new  kind  of 
amusement  park  sprung  from  two 
passions  in  his  life:  his  children  and  his 


By  Jeffrey  M.  Seidel 


model  trains.  (Which  of  the  two  was 
the  primary  motivator  depends  on 
whom  you  talk  to). 

Disney  loved  his  children  and  spent 
a good  deal  of  time  with  them  at 
various  parks.  In  the  1940s,  however, 
amusement  parks  were  not  clean, 
wholesome  venues.  Nor  were  they 
geared  in  the  least  toward  entertaining 
entire  families.  He  became  painfully 
aware  of  this  when  he  took  his 
two  daughters  to  the  local  parks  on 
Saturday  afternoons. 

“Saturday  was  always  ‘Daddy’s 
day’  with  the  two  daughters,”  Disney 
recalled  in  The  Quotable  Walt  Disney 
by  Dave  Smith.  “I’d  take  them  to  the 
merry-go-round,  and  while  they  did 
all  these  things.  I’d  sit  on  a bench,  you 
know,  eating  peanuts.  I felt  that  there 
should  be  something  built  where  the 
parents  and  the  children  could  have 
fun  together.” 
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Disney’s  interest  in  model  railroad- 
ing provided  additional  inspiration  for 
Disneyland.  He  had  built  a model 
1870s  railroad  in  the  backyard  of  his 
home  in  Holmby  Hills,  near  Los 
Angeles.  More  than  a casual  hobby, 
railroad  tracks  occupied  every  part  of 
his  five-acre  parcel  that  was  not  cov- 
ered with  plants  or  his  residence,  and 
he  delighted  adults  and  children  alike 
with  real  train  rides. 

“Disneyland  all  started  with  a train 
in  Walt’s  backyard,”  observes  Michael 
Broggie,  a Walt  Disney  scholar  and 
author  of  Walt  Disney’s  Railroad 
Story.  Broggie’s  father,  Roger,  helped 
build  the  train  in  Walt’s  backyard,  as 
well  as  the  train  that  circles  Disney- 
land. He  was  the  first  “Imagineer” 
hired  for  Disneyland. 

With  an  amusement  park  dream 
percolating  in  his  head,  Disney  pro- 
ceeded to  do  his  homework,  “visiting 
countless  county  and  state  fairs, 
circuses,  carnivals  and  national  parks 
observing  what  made  them  appealing, 
and  what  turned  visirf)rs  off,” 


says  Walt  Disney  biographer  Bob 
Thomas  in  his  book,  Walt  Disney:  An 
American  Original. 

“His  most  depressing  experience 
was  seeing  Coney  Island,”  continued 
Thomas,  “It  was  so  battered  and 
tawdry  and  the  ride  operators  were 
so  hostile  that  Walt  felt  a momentary 
urge  to  abandon  the  idea  of  an 
amusement  park.” 

However,  a visit  to  Tivoli  Gardens 
in  Europe  restored  Disney’s  faith  in 
building  Disneyland.  This  park  was 
clean,  festive,  and  family-oriented.  It 
had  good  food,  was  fairly  priced,  and 
had  friendly,  helpful  employees.  It 
became  the  model  for  what  he  wanted 
to  create. 

In  the  Beginning 

Disney’s  brother,  Roy,  was  the  presi- 
dent of  Walt  Disney  Productions.  He, 
not  Walt,  made  certain  that  the  bills 
for  the  studio  were  paid.  When  Walt 
Disney  presented  the  idea  for  an 
amusement  park,  his  older  brother 
instantly  shot  down  the  idea.  The  stu- 


dio was  just  becoming  profitable  again 
after  World  War  II,  during  which  its 
film  business  ground  to  a halt  produc- 
ing only  films  for  the  war  effort. 

Roy  worried  that  Walt  didn’t  know 
anything  about  amusement  parks,  and 
that,  if  the  park  failed,  the  studio 
would  face  serious  financial  strain. 
Roy  also  feared  shareholders  wouldn’t 
go  along  with  such  a farfetched  idea  as 
an  amusement  park. 

According  to  Broggie,  “Roy  felt 
that  Disneyland  was  a departure  from 
what  the  company  needed  from  Walt. 
He  felt  it  was  a just  a plaything.” 

“Junior’s  got  his  hand  in  the  cookie 
jar  again,”  Roy  Disney  often  would  say 
when  he  learned,  not  from  Walt,  but 
from  a studio  employee  that  his  kid 
brother  was  planning  something  big. 

Knowing  how  strongly  his  brother 
wanted  the  park,  however,  Roy 
humored  him  by  suggesting  he  estab- 
lish a separate  company  to  work  on 
it,  which  Walt  did  — with  his  own 
funds.  In  1950,  he  established  Walt 
Disney,  Inc.,  which  became  WED 
Enterprises  (for  Walter  Elias  Disney) 
by  1952.  This  company  was  estab- 
lished solely  for  the  purpose  of  build- 
ing and  developing  Disneyland.  It  still 
exists  today  as  Walt  Disney  Imagineer- 
ing  and  is  charged  with  the  develop- 
ment of  all  Disney  theme  parks  and 
attractions  worldwide. 

To  obtain  the  original  $100,000 
investment  to  launch  WED,  Disney 
borrowed  from  his  life  insurance  pol- 
icy, sold  his  beloved  vacation  home  in 
Palm  Springs,  and  happily  accepted 
contributions  from  a few  enthusiastic 
employees.  In  the  end,  he  mortgaged 
or  sold  all  the  property  he  owned  with 
the  exception  of  his  primary  residence 
to  get  Disneyland  off  the  ground. 

The  Entertainment  Business 

Walt  first  envisioned  the  park  being 
built  on  a 16-acre  piece  of  property 
adjacent  to  the  Disney  Studios  in 
Burbank.  But,  with  Walt’s  dream 
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NUMERO  00002  5089 
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Euro  Disneyland  s.c.a. 
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CMVlSeCN  1 000.000  0 ACTIONS  DE  lOrKT  i^OM.NAi. 
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1.  certyicate  for  shares  in  Walt  Disney  Productions,  which  is  currently  included  in  a children's  display  in  the  Musem. 

2.  Modern  certificate  for  common  stock  m the  Walt  Disney  Company,  issued  in  799S. 

3.  U.S.  Treasury  War  Bond  from  the  19405  with  Disney  characters  to  encourage  families  and  young  people  to  inuest  in  the  wa 

4.  Rare  certificate  for  shares  in  the  Walt  Disney  Internet  Group,  issued  in  2000. 

5.  This  certificate  was  issued  in  1983  to  raise  funds  for  Euro  Disneyland,  demonstrating  the  company's  international  scope. 
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growing  bigger  by  the  day,  the  project 
needed  a roomier  location  than 
originally  planned.  It  also  needed 
additional  funds. 

Roy  Disney  still  was  the  ever-vigi- 
lant  older  brother  and  financial  gate- 
keeper for  Walt  Disney  Productions. 
Even  though  he  had  told  Walt  to  go  it 
alone -without  company  support  for 
the  park -Roy  eventually  changed  his 
mind.  He  sensed  the  logic  behind 
Walt’s  strong  contention  that  they 
were  in  the  entertainment  business, 
not  just  the  picture  business.  Once 
converted  to  the  cause,  Roy  became 
no  percent  involved  in  the  new  pro- 
ject, and  exhibited  his  brother’s  deter- 
mination to  see  it  succeed. 

About  that  time,  Walt  Disney  used 
his  “we’re-in-the-entertainment-busi- 
ness”  argument  to  persuade  the  Dis- 
ney board  of  directors  to  approve  the 
studio’s  entry  into  television.  It  turned 
out  to  be  a fortuitous  move.  Not  only 
did  it  provide  funds  for  Disneyland, 
but  if  Disney  had  not  entered  televi- 


(j)nlrttction  bej’ins  at  Disneyland. 


sion  at  the  time,  historically,  it  would 
have  been  the  equivalent  of  Xerox  not 
going  into  an  industry  they  helped  to 
pioneer,  computers,  because  they  felt 
it  was  not  their  business. 

Finding  a Home 

While  working  out  funding,  Walt  and 
Roy  Disney  hired  a research  team  at 
Stanford  University  to  help  find  a 
suitable  location  for  Disneyland  in 
fast-growing  Southern  California. 
The  Stanford  Research  Institute, 
founded  by  a group  of  business  exec- 
utives and  Stanford  University  in 
1946,  functioned  to  support  West 
Coast  economic  development. 

After  studying  10  sites,  including 
Chavez  Ravine,  now  home  to  Dodger 
Stadium,  the  researchers  recom- 
mended Anaheim,  a sleepy  Southern 
California  community  of  citrus  groves 
with  a population  of  14,000.  It  was  a 
bit  of  a surprise.  After  all,  the  Southern 
California  freeway  system  did  not  even 
extend  to  Anaheim  when  it  was  sug- 
gested as  a location  for  Disneyland. 

But  Stanford  predicted  that  the 
budding  community  eventually  would 
become  the  geographic  hub  of  the 
Southern  California  population.  They 
were  not  far  off,  as  the  center  today  is 
Fullerton  — just  four  miles  away  from 
the  park.  The  Santa  Ana  freeway 
through  Anaheim  was  also  eventually 
finished,  but  not  until  after  Disney- 
land opened. 

In  Walt  Disney’s  Railroad  Story, 
Broggie  reveals,  “As  more  people 
became  involved,  Walt’s  Secret  Project 
was  becoming  less  so.  Not  only  did 
the  staff  know,  but  word  had  also 
leaked  to  a few  members  of  the  news 
media,  and  rumors  of  a major  enter- 
tainment center  started  to  circulate. 
I Eventually,  speculation  ran  wild  as 
I people  attempted  to  predict  the  loca- 
ls tion;  some  out  of  curiosity,  others 
I hoping  to  gain  a quick  profit  by 
acquiring  adjacent  land.  A “decoy” 
was  set  up  to  convince  “Disney  watch- 


ers” that  a former  sheriff’s  pistol  range 
at  Chatsworth,  in  the  San  Fernando 
Valley,  was  the  final  choice.” 

The  Disneyland  site  lay  in  Anaheim 
and  consisted  of  zyo  acres  owned  by 
17  different  families.  Walt  purchased 
options  on  the  land  with  the  proceeds 
he  obtained  from  his  life  insurance 
and  sale  of  his  property.  After  Roy  set 
financing  in  place  for  Disneyland,  the 
land  for  the  site  was  acquired  at 
$4,500  an  acre. 

Looking  back,  long  after  the  park 
opened,  Walt  complained  about  the 
seedy  operations  springing  up  around 
his  crowning  achievement,  and  he 
wished  he  had  acquired  more  land  to 
control  the  environment.  At  the  time, 
though,  he  did  not  have  the  funds  to 
do  so.  But  later  he  would  get  his  wish, 
as  he  had  enough  money  to  purchase 
as  much  land  as  he  could  in  Florida 
for  Walt  Disney  World  Resort. 

Funding  the  Dream 

Walt  Disney  gave  much  credit  to 
his  brother  Roy  for  his  financial  acu- 
men, praising  him  as  the  Disney  com- 
pany’s financial  architect  as  early  as 
1932,  “I  swear,  if  it  hadn’t  been  for 
my  big  brother,  1 would  have  been  in 
jail  several  times  for  bouncing  checks,” 
Disney  said  at  a dinner  in  Los  Angeles. 
“I  never  knew  what  was  in  the 
bank.  He  kept  me  on  the  straight 
and  narrow.” 

As  was  often  said  of  the  two  of  them: 
Walt  dreamed  the  dreams  and  Roy 
found  the  funds.  Indeed,  the  financing 
Roy  cobbled  together  in  the  1950s  for 
Disneyland  and  all  other  Disney  pro- 
jects showed  that  his  talent  for  finance 
was  as  great  as  his  brother’s  was  for 
imagination  and  entertainment. 

And  that  genius  was  needed. 
Incredible  as  it  may  seem,  people  were 
not  falling  over  each  other  to  invest  in 
this  new  type  of  venture.  The  Disney 
brothers  recognized  the  uphill  battle 
they  faced  in  attracting  investors,  and 
believed  television  would  be  the  key  to 
financing  Disneyland.  In  1953,  Roy 
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Disney  headed  to  New  York  to  sell  a 
weekly  television  show  concept  to  one 
of  the  three  TV  networks.  In  exchange 
for  producing  the  Disneyland  televi- 
sion show  each  week,  the  brothers 
sought  a commitment  of  financial  help 
for  the  park. 

The  weekend  before  Roy  Disney 
left  for  New  York,  a key  piece  of  the 
presentation  to  the  networks  was 
missing:  drawings  of  what  Disneyland 
would  look  like.  Walt  talked  Herb 
Ryman,  a Disney  legend,  into  drawing 
the  new  park  in  one  weekend.  Ryman 
only  agreed  to  work  the  entire 
weekend  if  Walt  would  stay  with 
him  for  company. 

Even  with  the  drawings,  CBS 
turned  Roy  down  because  they  were 
scared  of  an  amusement  park,  but 
General  Foods  was  interested  if 
Disney  would  make  a pilot  of  the 
TV  show.  Walt  responded  that,  “we 
don’t  make  samples.”  General  David 
Sarnoff,  the  founder  of  NBC,  was  also 
interested  in  a weekly  Disney  show, 
but  when  talks  were  turned  over  to  his 
subordinates,  nothing  happened. 

ABC-Paramount  was  the  least  pop- 
ular of  the  three  networks  in  the  early 
19  50s,  and  was  in  need  of  a hit  show. 
When  the  NBC  situation  did  not  go 
forward,  Roy  approached  Leonard 
Goldenson,  president  of  ABC,  and 
struck  an  agreement. 

The  Deal 

In  the  arrangement,  Disney  agreed  to 
produce  a weekly  television  show  for 
ABC  called  Disneyland,  which  would 
be  a natural  extension  of  the  park  and 
Disney  films.  ABC,  in  turn,  would 
invest  $500,000  in  Disneyland  and 
own  a 34.48  percent  stake.  ABC  would 
also  guarantee  a loan  of  $4.5  million. 

The  ABC  loan  was  tied  to  sponsor- 
ship leases  at  Disneyland,  advancing 
funds  as  money  came  in.  Sponsors 
paid  the  first  and  fifth  years  of  their 
five-year  leases  in  advance.  Funds 
from  the  ABC  loans  kicked  in,  dollar 
for  dollar,  as  lease  payments  came  in. 


The  list  of  sponsors  read  like  a 
who’s  who  of  corporate  America  in  the 
1950s:  Carnation,  Swift,  Frito-Fay, 
Pendleton,  Gibson  Greeting  Cards, 
Bank  of  America,  Eastman  Kodak, 
TWA,  Richfield  Oil,  Kaiser  Aluminum, 
Monsanto,  Pepsi,  Chicken  Of  The  Sea, 
National  Lead  (Dutch  Boy  Paint), 
American  Dairy  Association,  Crane 
Plumbing,  and  Hills  Brothers  Coffee. 

In  addition  to  the  ABC-  Paramount 
ownership,  Walt  Disney  Productions 
invested  $500,000  for  a 34.48  percent 
stake;  Western  Printing,  who  pub- 
lished Disney  books  since  the  1930s, 
invested  $200,000  for  a 13.79  percent 
ownership  share,  and  Walt  Disney 
personally  invested  another  $250,000 
for  a 17.25  percent  ownership. 

Disney  negotiated  an  option  in 
these  agreements  that  gave  them  the 
right  to  buy  back  the  ownership  of 
Disneyland  within  two  years.  ABC’s 
$500,000  initial  investment  turned 
into  a windfall  of  $7.5  million  in  i960 
— a 57.04  percent  annualized  return. 

Final  financing  came  in  the  form  of 
an  $ii  million  loan  from  Bank  of 
America,  with  Bankers  Trust  of  New 
York  as  a co-lender.  For  collateral, 
Disney  put  up  portions  of  its  film 
library.  At  the  time  these  agreements 
took  place,  it  was  thought  that  Dis- 
neyland would  only  cost  about  $4.5 
million.  It  actually  cost  $17  million  — 
and  that  still  was  not  enough  money 
to  finish  it  by  opening  day. 

Walt  Disney  ran  short  of  funds  by 
the  time  building  started  on  Tomor- 
rowland,  the  last  project  in  the  park. 
He  described  the  shortness  of  cash  best 
in  the  following  statement,  “When  we 
opened  Disneyland,  if  anybody  recalls, 
we  didn’t  have  enough  money  to  finish 
the  landscaping  and  I had  Bill  Evans 
(the  landscape  contractor)  go  out  and 
put  Latin  tags  on  all  the  weeds.” 

The  Dream  Worked 

As  building  progressed,  some  pre- 
dicted “Walt’s  Folly”  would  be  out  of 
business  within  a year.  Skeptics  and 


Walt  Disney  surveys  the  construction 
of  Disneyland. 


doubters  ridiculed  key  aspects  of  the 
business  model.  A year-round  opera- 
tion would  never  work,  they  said, 
because  visitors  would  not  come  in  the 
winter.  They  also  predicted  that  peo- 
ple would  not  come  back  to  visit  again 
and  again.  There  was  also  concern 
that  too  many  areas  of  the  park  would 
nor  produce  any  return,  and  that  the 
rides  would  cost  too  much  and  be  too 
expensive  to  maintain. 

When  Walt  Disney  consulted  other 
amusement  park  owners,  they  offered 
negative  input  as  well,  counseling  him 
against  having  just  one  entrance  to 
the  park,  and  scoffing  at  his  goal  of 
maintaining  a clean  park.  People 
would  not  care,  they  said,  to  which 
Walt  replied,  “If  you  give  people  a 
clean  park,  they  will  go  out  of  their 
way  to  help  [keep  it  clean].” 

In  the  end,  Walt  Disney  did  it  his 
way,  and  the  park  opened  on  July  17, 
1955.  One  million  guests  jammed  the 
park  in  the  first  seven  weeks  — out- 
pacing forecasts  made  by  the  Stanford 
Research  Institute,  which  had  pro- 
jected a total  of  no  more  than  three 
million  visitors  in  the  entire  first  year. 

“Walt  always  felt  that  Disneyland 
would  be  his  legacy,”  reflects  Broggie. 

When  you  walk  through  the  front 
gates  of  Disneyland,  it  is  hard  to  imag- 
ine Walt  Disney  running  into  the 
obstacles  in  his  path  to  create  such  a 
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place.  But  Walt  was  determined  to  ful- 
fill his  dream  — and  with  help  from  his 
brother  and  friends  who  believed  in 
his  vision,  he  did.  OD 

Jeffrey  M.  Seidel  is  a nationally  pub- 
lished financial  writer  and  the  execu- 
tive editor  o/^This  Business  Of  Money 
website  (www.seriesj dnfo) . 
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and  integrity  are  currently  in  such 
short  supply.  OO 
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I.  Corporate  publicity  was  seen  as  a solu- 
tion to  trust  abuses  because  it  would 
force  trusts  to  disclose  their  high  prof- 
its which  in  turn  would  attract  com- 
petitors into  the  industry.  For  many, 
disclosure  or  “publicity”  was  deemed 


sufficient  in  and  of  itself  to  resolve  the 
trust  problem.  (See  Klebaner  1964) 

2.  The  accounting  profession  in  England, 
on  the  other  hand,  was  decades  ahead 
of  its  American  counterpart.  As  a result, 
the  development  of  the  American 
accounting  profession  was  influenced 
tremendously  by  the  British  system. 
Many  of  the  early  CPAs  in  the  United 
States  were  actually  trained  in  England. 

3.  Of  course,  U.S.  Steel  was  a bold  adven- 
ture in  business  organization  that 
needed  to  stave  off  any  government 
interference  and  gain  public  approval. 
One  way  to  accomplish  this  was  to 
embrace  the  corporate  publicity  move- 
ment. As  a result,  U.S.  Steel’s  attitude 
towards  properly  audited  financial 
statements  should  be  seen  as  an  excep- 
tion to  the  prevailing  business  attitude 
towards  corporate  publicity. 

4.  Cisco  Systems  management  argued  that 
the  concerns  of  the  proposing  share- 
holder were  mitigated  by  the  recently 
enacted  Sarbanes-Oxley  Act  (July  2002) 
which  prohibits  independent  auditors 
from  performing  a number  of  non- 
auditing functions.  It  will  be  interesting 
to  see  if  this  legislation  substantially 
reduces  the  non-audit  fees  Cisco  pays 
to  its  auditor  in  the  next  fiscal  year. 
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By  Gregory  S.  Bell 

May  I,  1975  WAS  the  day  that 
Wall  Street  changed.  That  morning,  as 
the  seconds  ticked  closer  to  the  open- 
ing bell  of  the  New  York  Stock 
Exchange  (NYSE),  anticipation  filled 
the  air  on  Wall  Street.  Such  anxiety  is 
not  unusual  in  the  industry.  After  all, 
the  markets  are  easily  swayed  by  sud- 
den, unexpected  news.  The  anticipa- 
tion on  this  morning,  however,  was 
different.  Time  was  not  only  ticking 
towards  the  opening  bell  of  a new 
trading  day,  but  to  a new  era  as  well. 
Wall  Street  mourned  in  this  new 
period  because  fixed  commissions 
were  officially  dead. 

To  those  who  lived  through  it, 
“Mayday,”  as  it  was  later  named,  was 
an  impossible  day  to  forget.  It  was 
dreaded,  but  not  unexpected,  because 
momentum  for  negotiated  pricing  on 
the  Big  Board  had  been  building  for 


years.  With  pressure  coming  from 
Washington,  the  third  market,  institu- 
tional investors,  technology  and  other 
sundry  sources,  the  life  of  fixed 
rates  succumbed  in  1975,  and  NYSE 
members  were  not  happy  about  it. 

To  them,  it  could  not  have  come  at 
a worse  time.  Mayday  came  during 
the  horrid  1970s,  an  era  when  wallets 
thinned  and  bank  accounts  emptied. 
In  a climate  of  continuous  crisis, 
like  Watergate  and  Vietnam,  fixed 
commissions  were  one  of  the  last 
umbrellas  to  protect  brokerages. 
After  Mayday,  these  companies  found 
themselves  more  exposed  to  the 
stormy  markets. 

It  is  not  surprising  that  the  NYSE 
fought  for  their  fixed  rates.  Not  only 
were  they  extraordinarily  profitable, 
but  change  in  itself  is  often  disruptive. 
The  Big  Board  had  been  doing  busi- 
ness this  way  for  nearly  two  centuries. 
One  of  the  basic  guidelines  of  the 


1792  Buttonwood  Trade  Agreement 
was  that  non-members  be  charged 
fixed  commissions. 

East  forward  to  the  1960s,  and 
much  of  Wall  Street  had  changed. 
Physically,  the  buildings  were  taller 
and  more  sophisticated.  The  thorough- 
fare was  filled  with  cars  instead  of 
horse-drawn  carriages.  With  all  of 
these  developments,  however,  a few 
things  endured,  one  of  which  was  fi.xed 
commissions.  This  policy  was  produc- 
ing greater  profits  than  ever  before. 

As  Wall  Street  entered  the  post 
World  War  II  bull  market,  a number 
of  monumental  trends  were  emerging 
within  the  industry.  Quite  simply,  the 
securities  industry  had  been  institu- 
tionalized. Since  its  birth,  the  markets 
of  Wall  Street  had  been  driven  by 
retail  investors.  This  changed  in  the 
’50s  and  ’60s  as  the  power  of  institu- 
tional investors  and  the  money  they 
managed  swelled.  The  growing  mus- 
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Countdown  to  “Mayday  ” calendar  issued  by 
the  third  market  firm  Weeden  & Co.  in  1995. 

cles  of  institutions  like  mutual  funds, 
pension  funds,  and  insurance  compa- 
nies jolted  the  way  Wall  Street  oper- 
ated and  prospered. 

What  fueled  the  power  of  these 
growing  institutions  were  the  atti- 
tudes of  those  who  controlled  them. 
Unlike  in  the  past,  when  funds  tended 
to  be  cautious  investors,  these  younger 
managers  took  a very  active  and 
aggressive  approach.  Past  strategy 
was  to  buy  and  hold.  New  strategy 
was  to  attempt  to  maximize  every 
opportunity,  buying  and  selling  at  a 
moment’s  notice.  Managers  would  sell 
entire  positions  in  one  trade  shortly 
after  buying  it,  thanks  in  part  to  a new 
technique  used  by  securities  firms 
called  block  trading.  Activity  on  the 
NYSE  was  surging  and  under  the  fixed 
commissions  system,  greater  profits 
were  pouring  in. 

The  NYSE  was  originally  struc- 
tured to  support  the  trades  of  individ- 
ual investors  because  they  ruled  the 
markets.  As  Wall  Street  became  insti- 
tutionalized, the  faults  of  an  ancient 
structure  in  the  modern  world  became 
apparent.  In  the  1960s,  when  trades 
scrolled  off  tickers  in  larger  quantities 
than  ever  before,  the  fixed  commission 
rule  seemed  excessive,  especially  to  the 


institutions  paying  the  bills.  A trade 
for  10,000  shares  of  XYZ  was  priced 
too  times  a trade  for  100  shares  of 
XYZ.  Eor  the  NYSE  member  execut- 
ing, however,  the  difference  of  cost 
between  executing  the  two  trades 
was  much  less.  To  put  it  simply,  the 
larger  the  trade,  the  more  profitable 
it  became  for  the  brokerage  that 
executed  it. 

It  was  an  unusually  advantageous 
set  of  circumstances  for  the  NYSE. 
One  prominent  person  in  the  business 
later  commented  “it  was  like  a 
Camelot  period... we  had  fixed  com- 
missions, recalling  that  memory  brings 
tears  to  my  eyes.  It’s  like  your  first 
love,  you  only  get  one  in  life.”  There 
was  so  much  money  that  arrange- 
ments began  forming  to  spread  the 
wealth  generated  by  large  commis- 
sions. Since  fees  for  institutional 
trades  were  artificially  high,  payment 
for  ancillary  services  and  products 
came  under  the  umbrella  of  executed 
orders.  One  such  arrangement  was  the 
“give  up,”  a process  where  a large 
investor  instructs  the  brokerage  exe- 
cuting his  trades  to  distribute  a por- 
tion of  the  commissions  to  other  bro- 
kers and  firms.  Also,  there  was  a great 
amount  of  “soft  dollars”  being 
exchanged  because  brokerages  were 
willing  to  give  up  “complimentary” 
services  to  institutions  who  would 
send  large  trades  their  way. 

NYSE  members  were  content  with 
these  unusual  methods  because  they 
paid  extremely  well.  But,  excess  is  not 
always  healthy.  In  fact,  as  things  got 
bigger,  the  more  visible  it  became. 
Many  in  the  federal  government 
viewed  these  arrangements  as  strange 
and  artificial.  And,  for  many  of  the 
institutions,  paying  these  high  fees 
made  them  so  cranky  that  it  led  them 
to  seek  out  alternatives.  This  search 
led  many  to  the  “third  market,”  an 
over-the-counter  dealer  market  that 
traded  securities  already  listed  on 
other  exchanges.  Eor  years,  third-mar- 
ket action  was  minuscule  relative  to 
the  Big  Board’s,  but  as  the  1960s  pro- 


gressed, volume  grew,  and  managers 
became  antsy  about  paying  large  com- 
missions with  the  NYSE  because  the 
third  market  gained  more  market 
share.  One  estimate  had  it  trading 
approximately  10  percent  of  NYSE 
listed  stocks  by  1970. 

More  significantly,  the  existence  of 
Weeden  & Co.  and  other  similar 
third-market  firms  that  operated  out- 
side the  traditional  structure,  dis- 
proved an  NYSE  argument  that  fixed 
commissions  were  a must  to  stay  in 
business.  Some  in  the  Securities  and 
Exchange  Commission  (SEC)  credited 
the  third  market  as  fuel  to  look  into 
set  rates  issues.  Upon  hearing  that  the 
SEC  was  looking  at  their  practices, 
one  NYSE  member  yelled,  “damn 
communists!” 

As  the  SEC,  the  Justice  Depart- 
ment, and  Congress  began  examining 
the  issue  more  closely  by  the  late 
1960s,  Wall  Street  was  about  to  enter 
one  of  the  worst  periods  in  its  history. 
The  business  found  itself  hurting  from 
self-inflicted  wounds  as  it  drowned  in 
a sea  of  paperwork.  This  pain  came 
from  the  back  office  crisis.  Wall  Street 
found  itself  unable  to  process  all  the 
supporting  documentation  relating  to 
the  surging  volume  on  the  floor.  Even- 
tually, the  NYSE  closed  Wednesdays 
so  that  brokerages  could  catch  up  on 
paper  work.  Beyond  the  wretched 
consequences  to  the  business,  these 
problems  gave  the  appearance  that 
Wall  Street  could  not  discipline  itself. 

Eor  the  most  part,  the  NYSE  had 
historically  been  allowed  to  make  its 
own  decisions  about  its  marketplace. 
On  April  i,  1968,  that  began  to 
change  as  the  Justice  Department 
issued  a report  challenging  the  need  for 
fixed  commissions.  Eor  the  first  time, 
Washington  questioned  publicly  if  this 
unusual  system  did  indeed  serve  the 
public  good.  A few  months  later,  the 
SEC  held  hearings  to  examine  the  issue 
more  closely,  and  acrimony  between 
Wall  Street  and  Washington  grew. 

In  an  attempt  to  dim  the  growing 
movement  for  competitive  rates,  the 
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Large  financial  institutions,  such  as  Merrill  Lynch,  saved 
smaller  firms  hit  hard  by  the  end  affixed  commissions. 


NYSE  in  1968  decided  to  ban  “give 
ups”  and  give  40  percent  discounts  for 
trades  over  i ,000  shares.  Despite  these 
concessions,  Washington  did  not 
budge,  pushing  harder  For  a gradual 
end  to  fixed  rates  with  much  of  the 
push  coming  from  the  Justice  Depart- 
ment. The  SEC  was  more  reserved  on 
the  issue,  but  after  much  consideration, 
the  Commission  lowered  a boom  in 
1971.  It  demanded  that  the  NYSE  use 
competitive  rates  on  all  orders  above 
$500,000.  The  fixed  commissions  sys- 
tem was  officially  on  life  support. 

As  the  1970s  progressed,  and  eco- 
nomic factors  dragged  down  the  mar- 
kets, volume  dried  up.  Notable  bro- 
kerages were  deep  in  red.  In  1971, 
Goodbody  & Co.  was  the  NYSE’s 
fifth  largest  member  firm,  and  was  on 
the  brink  of  collapse.  It  was  eventually 
saved  by  Merrill  Lynch.  Other  broker- 
ages like  Shearson  Hammill  and  Hay- 
den Stone  merged  to  survive  during 
this  difficult  period.  With  such  a 
wretched  economic  climate,  member 
firms  did  not  want  to  lose  the  revenue 
streams  that  fixed  commissions  pro- 
vided, so,  of  course,  they  fought  hard 
against  it. 

They  argued  to  Washington  and 
anybody  else  who  would  listen,  that 
the  move  to  competitive  fees  would 
ruin  Wall  Street.  These  arguments  did 
little  to  change  what  now  seemed 
inevitable,  but  they  sought  to  improve 
their  circumstances.  In  1973,  they 
asked  the  SEC  to  approve  a raise  of 
commissions  they  were  allowed  to 
charge.  With  the  deteriorating  finan- 
cial conditions  that  ruled  the  times, 
the  NYSE  argued  that  increases 
were  needed  to  survive.  This  petition 
provided  the  SEC  an  opportunity 
to  put  an  end  to  this  drama  that 
had  played  out  for  years.  The  Com- 
mission agreed  to  increase  rates  and 
in  return  demanded  that  industry 
would  completely  trade  with  negoti- 
ated commissions  by  May  i,  1975. 
The  date  was  set  out  two  years  so  that 
brokerages  could  make  the  necessary 
arrangements  to  adapt  to  the  new 


world  they  were  entering.  Reaction 
from  Wall  Street  was  not  favorable. 
The  government  “is  ruining  capitalism 
throughout  the  entire  world”  one 
member  proclaimed.  But,  the  NYSE 
members  realized  a battle  with  the 
power  of  the  federal  government  was 
a no-win  situation. 

An  old  adage  in  business  is  that  it  is 
not  always  the  strongest  or  smartest 
who  survive,  but  those  who  adjust  the 
best.  Life  after  Mayday  took  a great 
deal  of  adjustment,  but  Wall  Street 
soon  realized  that  it  was  not  the 
Armageddon  many  had  predicted. 
With  lower  commissions,  volume 
soared.  Securities  firms  that  had  been 
dependent  on  fixed  rates  were  forced 
to  develop  other  areas  of  business,  and 
that  fueled  the  growth  of  other  areas 
like  mergers  & acquisitions,  propri- 
etary trading,  and  asset  management, 
among  others. 

On  the  client  sides,  institutional 
investors  received  the  immediate  bene- 
fits of  the  post-Mayday  business.  The 
cost  of  trading  dropped  dramatically, 
especially  after  many  of  the  lesser 
known  brokerages  on  Wall  Street 
dropped  their  rates  in  an  attempt  to 
gain  market  share. 


Negotiated  rates  took  longer  to 
benefit  individual  investors,  but  the 
benefits  did  come  thanks  to  discount 
brokers  such  as  Charles  Schwab  and 
Muriel  Siebert.  They  helped  make  the 
capital  markets  more  accessible  to  the 
retail  market. 

So,  after  all  the  discourse  and  argu- 
ing, Mayday  was  not  the  doom  and 
gloom  that  some  had  predicted.  Wall 
Street  and  the  markets  proved  to  be,  as 
they  always  have,  bigger  and  stronger 
than  any  single  person  or  issue.  BO 

Gregory  Bell  is  author  of\n  the  Black: 
A History  of  African  Americans  on 
Wall  Street. 
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Jiow^nheuser-^usch 
became  the  largest 
brewer  in  the  world 


By  Sanford  Wexler 

One  out  of  two  beers  sold  in  the 
U.S.  is  brewed  by  Anheuser-Busch  of 
I St.  Louis.  The  family-run  company 
s traces  its  origins  to  the  i86os,  but 
I 2002  marks  the  first  time  in  the  com- 

U 

I pany’s  i4z-year  history  that  its  presi- 
I dent  and  chief  executive  will  be  a non- 
t family  member.  This  past  July,  August 
i “Auggie”  Busch  III,  65,  who  became 
I chief  executive  in  1975  and  is  the 
u great  grandson  of  the  company’s 
founder,  Adolphus  Busch,  was  suc- 
ceeded by  Patrick  T.  Stokes,  59. 
Stokes,  who  was  previously  president 
of  Anheuser-Busch  Inc.,  the  brewer’s 


U.S.  subsidiary,  has  worked  at  the 
company  for  over  30  years. 

While  Busch  III  is  no  longer  chief 
executive,  as  chairman  of  the  board  he 
remains  heavily  active  in  continuing  to 
build  and  grow  the  world’s  largest 
brewer  that  produces  over  too  million 
barrels  of  beer  annually  and  has  $12.9 
billion  in  yearly  sales.  “My  job  is 
my  hobby,  my  hobby  is  my  job,” 
Busch  III  once  said.  “I  happen  to 
like  it  an  awful  lot,  and  I thrive  on  it. 
I love  competition.” 

gldolphus  Busch 

The  year  2002  also  marks  the  150th 
anniversary  of  the  founding  of  the 
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St.  Louis  brewery  where  one  of  Amer- 
ica’s greatest  business  success  stories 
began.  The  Bavarian  Brewery,  which 
eventually  became  the  Anheuser  - 
Busch  brewery,  was  established 
in  185Z  in  St.  Louis. 

In  i860,  Eberhard 
Anheuser,  a prosper- 
ous Sr.  Louis  soap 
and  candle  manufac- 
turer, invested  in  the 
bankrupt  brewery. 

The  brewery  was 
renamed  the  E. 

Anheuser  &c  Co. 

Bavarian  Brewery. 

Shortly  after  taking 
over  the  failing  brew- 
ery, Anheuser  was 
introduced  to  Adol- 
phus Busch,  a Z2- 
year-old  German 
immigrant  who  ran 
a brewery  supply  business.  Anheuser 
was  one  of  his  customers. 

Busch,  the  son  of  a wealthy 
merchant  and  landowner,  arrived  in 
New  Orleans  in  1857  with  little 
money  and  without  any  home  or 
employment.  What  he  did  have  was 
barrels  and  barrels  of  daring  ambi- 
tion. He  traveled  up  the  Mississippi 
River  and  eventually  settled  in  St. 
Louis,  where  he  found  work  as  a 
“mud  clerk.”  Busch  inspected  steam- 
boat manifests  and  sampled  cargo. 
When  his  father  died,  Busch  drew 
upon  his  inheritance  to  establish  a 
brewery  supply  company.  He  already 
knew  something  about  serving  up 
pints  of  beer,  as  he  once  worked 
in  a brewery  that  was  partly  owned 
by  his  father. 

The  young  Busch  fell  in  love 
with  one  of  Anheuser’s  three  unmar- 
ried daughters.  Adolphus  Busch  and 
Lilly  Anheuser  were  married  in 
March  of  1861.  The  ceremony  was  a 
double  marriage  affair  of  which 
Busch’s  brother,  Ulrich,  married 
Lilly’s  sister,  Anna. 

In  1864,  following  a stint  as  a cor- 
poral in  the  Union  Army  during  the 


Civil  War,  Busch  joined  his  father-in- 
law’s  brewery  as  a salesman.  The  highly 
ambitious  and  enterprising  young 
Busch  would  transform  the  local  St. 
Louis  brewery  into  a thriving  national 
brewery.  By  1869, 
Busch  had  sold 
his  brewery  supply 
business  and  had 
bought  out  the 
interest  of  Anhe- 
user’s partner. 
Busch  was  now  a 
full  partner  with 
his  father-in-law. 


Top:  Adolphus  Busch 
Bottom:  August  A.  Busch  Jr. 


Eor  his  time,  Busch  was  undoubt- 
edly an  innovative  beer  promoter.  As 
he  traveled  from  tavern  to  tavern,  he 
left  a “calling  card”  that  gave  cus- 
tomers a memorable  and  long-lasting 
impression  of  his  St.  Louis  brewery.  It 
was  a small  jackknife  with  the  E. 
Anheuser  & Co.  logo  on  the  handle. 
At  the  end  of  the  blade  was  a tiny  pic- 
ture of  Adolphus  Busch  that  could 
only  be  seen  by  looking  through 
a peephole. 

“Our  business,”  Busch  repeatedly 
told  his  father-in-law,  “is  not  just 
making  beer.  No.  Making  friends 
is  our  business.” 


e- 

c 
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Busch  was  far  from  satisfied  with 
the  beer  that  his  brewery  was  turning 
out.  He  reportedly  called  it  “dot 
schlop.”  Busch  was  always  on  the 
lookout  for  ways  to  brew  a better  tast- 
ing beer.  In  fact,  studying  the  brewing 
industry  was  his  favorite  pastime. 

■Tlw  Birth  of  BiidmAscr 

Around  1875,  Busch  teamed  up  with  a 
St.  Louis  wine  and  liquor  importer, 
Carl  Conrad,  who  “discovered”  a 
smooth,  light  tasting  beer  that  was 
produced  at  a Bohemian  brewery  in 
the  town  of  Budweis,  then  part  of 
Germany  and  now  in  the  Czech 
Republic.  (Today,  the  town  is  called 
Ceske-Budejovice).  In  collaboration 
with  Conrad,  Busch  developed  the 
formula  for  a new  beer  that  imitated 
the  light  beer  that  was  brewed  in  the 
town  of  Budweis.  What  made  this 
brew  so  unique  was  its  natural  car- 
bonation,  which  was  based  upon  an 
ancient  European  brewing  process 
called  kraeusening.  The  beer  is  fer- 
mented a second  time  just  when  it 
is  beginning  to  age.  This  brewing 
process  results  in  a distinctive,  frothy- 
headed  pale  golden  beer. 

In  1876,  the  beer  that  would 
become  the  world’s  most  popular 
brand  — Budweiser — was  introduced. 
The  name  Budweiser  was  coined 
by  Busch  because  he  felt  that  despite 
its  Germanic  sounding  name,  it  could 
be  easily  pronounced  by  Americans, 
and  therefore  appeal  to  both  Ameri- 
cans and  German  immigrants.  Bud- 
weiser soon  became  the  beer  of  choice 
for  beer  drinkers  who  preferred  the 
light  brew  to  the  heavier,  sweet 
beers  that  were  on  the  market. 
Budweiser  would  ultimately  become 
America’s  first  national  beer.  At  the 
turn  of  the  century,  some  one  million 
barrels  of  Budweiser  was  being 
produced  each  year. 

When  Eberhard  Anheuser  died  in 
1880,  Busch  became  president  of  the 
St.  Louis  brewery,  now  called  the 
Anheuser-Busch  Brewing  Association. 
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Top:  Sponsorship  advertisement,  “Ken  Murray  Show,”  iSyos. 

Lower  Left:  Advertisment,  “Life  at  it’s  best,”  ca.  1933. 
Lower  Right:  Advertisement,  “Now... a new  carton,”  ca.  1936. 


A few  years  later,  Carl  Conrad,  who 
was  Busch’s  Budweiser  partner  and 
also  the  bottler  and  distributor  for 
Anheuser-Busch,  went  bankrupt. 
Busch  bought  out  Conrad’s  interest 
and  acquired  the  trademark  rights 
to  the  beer. 

'Pasileiilizalion 

fipfrigeration 

In  the  days  before  pasteurization,  beer 
usually  only  lasted  for  a few  days. 
Drawing  upon  the  preservation  meth- 
ods that  were  perfected  by  Louis 
Bastuer,  Busch  applied  pasteurization 
in  the  brewing  process  at  the  St.  Louis 
brewery.  This  made  it  possible  for 


Budweiser  to  be  bottled  and  distrib- 
uted to  beer  drinkers  way  beyond  the 
St.  Louis  area.  Millions  of  people 
throughout  the  country  were  soon 
popping  open  bottles  of  Budweiser. 

When  artificial  refrigeration  was 
introduced  in  the  1880s,  Busch  took 
full  advantage  of  this  technological 
breakthrough.  Previously,  the  brewery 
stored  its  inventory  in  small  caves, 
where  the  beer  was  naturally  cooled 
for  three  to  four  months  before  it  was 
packaged  and  shipped  out.  Budweiser 
beer  was  refrigerated  in  stock  houses 
at  the  St.  Louis  brewery  as  well  as  in 
railroad  cars  and  in  ice  houses  that 
were  located  along  railroad  lines. 


J\falioRwide 
Marketing  Canijxiign 

Besides  being  the  first  brewer  to  suc- 
cessfully preserve  and  bottle  beer, 
Busch  was  also  the  first  to  market  beer 
on  a grand  scale.  The  nationwide,  pro- 
motional campaign  for  Budweiser 
included  print  and  billboard  advertis- 
ing and  a vast  array  of  novelty  items, 
such  as  Anheuser-Busch  playing  cards, 
bottle  openers,  corkscrews,  calendars, 
match  boxes,  pocket  knives,  post  cards, 
and  various  signs  and  posters. 

On  barroom  walls  across  the  coun- 
try, a poster  of  the  attractive  “Bud- 
weiser Girls”  became  a familiar  sight. 
The  famous,  panoramic  reproduction 
of  the  1876  Little  Big  Horn  massacre, 
entitled  “Custer’s  Last  Fight,”  which 
Busch  commissioned  artist  F.  Otto 
Becker  to  paint,  was  hung  on  tavern 
walls  from  coast  to  coast.  Distributed 
to  over  a million  saloons,  it  became 
one  of  the  most  recognizable  paintings 
in  the  nation. 

To  Busch,  marketing  of  bottled 
beer  was  what  made  his  product 
stand  out  from  all  of  his  competitors. 
“It  is  the  cream  of  our  business,”  he 
once  declared. 

The  vast  brewing  empire  that  Busch 
had  created  made  him  one  of  the 
nation’s  richest  men.  The  young  Ger- 
man immigrant  who  arrived  in  the 
U.S.  with  only  a few  marks  in  his 
pocket  lived  a lavish  lifestyle.  He  had 
several  homes,  including  an  ornate. 
Gothic  mansion  in  St.  Louis,  a country 
estate,  two  palatial  homes  in 
Pasadena,  California,  a hop  farm  in 
Cooperstown,  New  York,  two  villas  in 
Langenschwalbach,  Germany,  and 
also  a private  railroad  car.  When  he 
died  at  the  age  of  75  in  1913,  his 
wealth  was  estimated  at  some  $60 
million.  Adjusted  for  inflation,  Busch’s 
fortune  would  equal  around  $600 
million  today. 

The  Dry  yearn 

August  A.  Busch,  Sr.,  the  eldest  son  of 
Adolphus  and  Lilly  Busch,  succeeded 
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Saiirer  Co.  Btidweiser  truck,  ca.  1911-1917. 


his  father  as  president  of  the  conipaiiy 
and  lead  the  giant  brewery  through 
the  dry  days  of  Prohibition,  wbich 
took  effect  in  1920  and  lasted  for  13 
years.  While  many  breweries  went  out 
of  business  due  to  Prohibition,  Buscb, 
Sr.  managed  to  keep  Anheuser-Busch 
afloat  by  turning  to  non-beer  prod- 
ucts, such  as  soft  drinks,  ice  cream, 
and  bakers’  yeast.  It  also  expanded 
into  producing  truck  bodies  and  com- 
mercial refrigeration  units. 

To  quench  the  thirst  of  millions  of 
beer  drinkers,  the  company  produced 
a malt-derived  non-alcoholic  beverage 
called  Bevo.  The  name  was  derived 
from  “pivo,”  the  Bohemian  word  for 
beer.  At  first,  Bevo  was  selling  some  5 
million  cases  a year  and  bringing  in 
about  $6  million  in  profits.  But  the 
imitative  beer  product  soon  lost  its 
appeal  when  the  American  public 
turned  to  spiking  soft  drinks  with  ille- 
gal alcohol  or  patronizing  the  neigh- 
borhood speakeasy. 

On  April  7,  1933,  swigging  down  a 
bottle  of  beer  or  having  a shot  of 
whiskey  was  no  longer  illegal.  To 
celebrate  the  repeal  of  Prohibition, 
August  Busch,  Sr.,  drew  upon  his 
childhood  memories  of  the  giant, 
elegant  horses  that  once  pulled 
Budweiser  beer  wagons  through  the 
streets  of  St.  Louis.  The  return  of  legal 
quaffing  was  heralded  by  two  antique 
Anheuser-Busch  wagons  that  was 
pulled  by  an  eight-horse  hitch  of 
Clydesdales.  One  paraded  up  New 
York  City’s  Fifth  Avenue  and  delivered 
the  first  case  of  post-Prohibition  beer 
to  Alfred  E.  Smith,  the  former  New 
York  governor  who  was  a tireless 
champion  for  repeal.  The  other  wagon 
rolled  down  Pennsylvania  Avenue 
and  delivered  a case  of  Budweiser  to 
President  Franklin  D.  Roosevelt  at 
the  White  House.  Since  this  dramatic 
day  that  celebrated  the  end  of  Prohibi- 
tion, the  eight-horse  hitch  of  Clydes- 
dales has  become  as  famous  as  the 
Budweiser  brand. 

Nearly  a year  after  Prohibition’s 
repeal,  68-year-old  August  Sr.  shot 


himself  in  the  heart,  apparently  driven 
to  suicide  by  the  intense  pain  from 
heart  disease,  gout,  and  dropsy.  The 
Busch  who  successfully  steered  the 
company  through  its  most  trying 
times  was  succeeded  by  his  oldest  son, 
Adolphus  Busch  III.  Under  his  short 
but  productive  reign,  Busch  III 
increased  Anheuser-Busch’s  beer  pro- 
duction to  more  than  3 million  barrels 
a year.  Fifty-five-year-old  Busch  III 
died  in  1946  from  cardiac  arrest  and 
cancer  of  the  stomach. 

^lugiistjl.  Busch, Ji:: 
The  JMcister  Shoivjuan 

August  A.  Busch,  Jr.,  who  was  nick- 
named “Gussie,”  succeeded  his 
brother,  Busch  III,  and  headed  the  firm 
for  the  next  28  years.  Known  as  a 
master  showman  and  a persuasive 
salesman,  Busch  Jr.,  who  had  a voice 
that  was  like  the  roar  of  a hoarse  lion, 
was  determined  to  rise  above  all  of 
his  competitors.  “Being  second  isn’t 
worth  anything,’’  he  once  told  The 
Los  Angeles  Times. 

Busch,  Jr.  pioneered  the  building  of 
a nationwide  network  of  10  breweries 
that  were  located  in  areas  of  large  and 
increasing  populations.  He  trans- 
formed the  St.  Louis  brewery  into 


the  world’s  largest  brewing  company. 
Under  his  stewardship,  beer  sales 
climbed  from  3 million  barrels  in 
1946  to  more  than  34  million  in  1974. 
Another  first  that  Busch,  Jr.  set  in  place 
was  being  the  first  beer  company  to 
advertise  on  the  then  unproven 
medium  of  network  television.  In  the 
1 9 50s,  Anheuser-Busch  began  market- 
ing its  flagship  brand,  Budweiser,  to 
millions  of  television  viewers.  Every 
generation  of  Americans  is  familiar 
with  the  memorable  Budweiser  com- 
mercials— from  “Pick  A Pair,”  “When 
you  say  Bud,  you’ve  said  it  all,”  and 
the  recent  “Whassup?!” 

Busch,  Jr.  was  an  avid  baseball  fan. 
In  1953,  he  realized  one  of  his  lifetime 
dreams  with  the  purchase  of  the  St. 
Louis  Cardinals.  Angry  over  how  the 
Brooklyn  Dodgers,  who  had  Jackie 
Robinson,  were  trouncing  every  team, 
he  asked  his  team’s  management  how 
many  black  players  were  being  hired. 
When  he  found  out  the  number  was 
zero,  Busch,  Jr.  roared,  “We  sell  beer 
to  everyone!”  The  next  year,  the  St. 
Louis  Cardinals  had  a black  first  base- 
man.  (In  1996,  Anheuser-Busch  sold 
the  St.  Louis  Cardinals). 

By  the  1960s,  Anheuser-Busch  was 
no  longer  simply  a beer  company.  It 
had  broadened  its  business  holdings 
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Tuxedo  Park:  A Wall  Street  Tycoon  and  the  Secret  Palace  of 
Science  That  Changed  the  Course  of  World  War  II 


By  Jennet  Conant 

Simon  & Schuster,  2002,  352  pp,  $26 
Reviewed  by  Gregory  D.L.  Morris 


Today,  when  money  and  power 
have  become  ends  in  and  of  them- 
selves, it  is  refreshing  to  read  about 
what  great  good  money  and  power 
can  accomplish  when  guided  by  a 
clear  eye  and  a brilliant  mind.  In 
Tuxedo  Park,  Jennet  Conant  reveals 
that  in  among  the  Rockefellers  and 
Vanderbilts  there  was  a mathematical 
prodigy  and  Wall  Street  lawyer  who 
invented  the  big  utility  corporation 
and  made  a fortune  in  bonds — but 
who  neither  dissipated  his  wealth  on 
luxuries  nor  endowed  self-aggrandiz- 
ing foundations.  Instead,  he  spent 
most  of  his  time  and  some  of  his  for- 
tune helping  to  win  World  War  II,  and 
thus  is  all  but  unknown  today. 

The  paladin  in  question  is  Alfred 
Lee  Loomis  who,  at  age  13,  could  play 
chess,  “blindfolded,  carrying  on  two 
games  simultaneously.”  In  the  Roar- 
ing Twenties,  having  made  his  fortune, 
Loomis  grew  disenchanted  with  the 
world  of  high  finance  and  returned 
to  his  first  love:  physics.  He  bought  a 


stone  mansion  in  the  exclusive  enclave 
of  Tuxedo  Park,  New  York,  northwest 
of  the  City,  and  created  in  its  base- 
ment one  of  the  greatest  laboratories 
in  the  country.  It  outstripped  many 
hallowed  university  and  corporate 
labs,  and  he  staffed  it  with  the  bright- 
est young  minds  in  the  world.  Discov- 
eries and  advances  made  in  the  1930s 
were  instrumental  in  the  development 
of  radar  and  the  atomic  bomb. 

Conant,  the  granddaughter  and 
grandniece  of  two  Tuxedo  Park  scien- 
tists, has  chosen  a tricky  assignment  in 
synthesizing  a book  that  is  part  biog- 
raphy, part  financial  history,  part  sci- 
entific review,  and  part  war  story.  She 
accomplishes  the  biography  and  scien- 
tific review  best,  the  financial  history 
ably,  but  the  war  story  less  well. 

The  writing  is  unpretentious  and 
approachable.  Conant  does  a good 
job  of  keeping  track  of  all  the 
many  characters,  from  Guilded  Age 
financiers  to  wartime  political  leaders, 
who  move  through  the  story.  For 
readers  who  would  never  be  caught 
reading  the  gossip  columns,  this  book 
is  a chance  to  get  off  the  porch  and 
run  with  the  big  dogs  of  the  age. 

Loomis  was  born  to  aristocracy, 
but  suffered  a philandering  father  and 
a distant  mother.  He  was  very  close 
with  his  sister,  Julia,  and  his  cousin, 
Henry  Stimson  — 20  years  his  senior 
who  would  be  a major  player  in  the 
Roosevelt  administration.  While 
Loomis  was  a sophomore  at  Yale  his 
father  died,  and  Loomis  set  aside  a 
career  in  science  in  favor  of  the  law  so 
he  could  support  the  family. 

After  Harvard  law,  Loomis  joined 
Henry’s  firm  of  Winthrop  & Stimson 
in  New  York.  At  the  time,  his  cousin 
was  Secretary  of  War  in  the  Taft 
administration.  At  age  24,  Loomis 


married  Ellen  Farnsworth,  sister  of  a 
Harvard  classmate.  Conant  describes 
her  as  “nervous  and  high  strung,  she 
was  given  to  terrible  headaches  that 
would  leave  her  prostrate  for  days.” 
His  wife’s  frailties  would  contribute  to 
their  estrangement  in  later  years. 

Sadly,  there  are  no  illustrations  in 
the  book,  although  the  author  refers 
to  several  interesting  photographs  of 
Loomis  and  his  coterie.  It  would  also 
be  nice  to  have  a picture  of  Tower 
House  and  the  lab,  if  they  exist. 

A stint  in  the  Army  during  World 
War  I saw  Loomis  rise  to  the  rank  of 
major  of  artillery,  earn  his  first  patent 
for  an  innovative  device  to  measure 
shell  velocity,  and  develop  a robust 
contempt  for  the  military.  He  rejoined 
the  financial  community  as  a bond 
trader  with  Bonbright  & Co.  Loomis 
made  a friend  and  ally  of  Landon 
Ketchum  Thorne,  another  young  turk 
on  Wall  Street,  and  together  they  engi- 
neered a bloodless  coup  and  took  over 
the  brokerage,  leading  it  to  even 
greater  fame  and  fortune  as  the  lead- 
ing underwriters  of  electrical  holding 
companies  and  financiers  of  large- 
capacity  power  plants.  Readers  of  this 
magazine  will  gain  particular  pleasure 
from  watching  modern  corporate 
capitalism  begin  to  coalesce. 

Loomis  was  one  of  the  few  who 
saw  the  bubble  economy  of  the  late 
’20s  for  what  it  was,  and  kept  himself 
and  his  firm  in  cash  well  before 
the  Crash.  Conant  quotes  Stimp- 
son,  “Alfred  and  Landon  had  been 
very  wise  in  the  way  they  handled 
affairs  over  the  depression,  and  inci- 
dentally handled  mine.” 

The  author  packs  plenty  of  business 
and  financial  history  into  the  first  hun- 
dred pages,  but  she  is  clearly  hurrying 
on  to  the  main  event,  the  golden  age  of 
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scientific  exploration  and  the  gathering  clouds  of  war.  It 
would  have  been  nice,  however,  if  she  could  have  spared  a 
few  paragraphs  to  tie  up  the  loose  ends:  what  became  of 
the  utility  empires  Bonbright  formed.^  And  what  became  of 
the  bond  house  itself?  Winthrop  Stimpson  is  still  around, 
although  reduced  to  flogging  itself  on  the  radio.  Conant 
often  lays  open  Lommis’s  mercurial  nature,  flitting  from 
one  new  fancy  to  another.  Fair  enough,  but  in  this  case,  the 
author  has  done  the  same. 

His  wherewithal  secure,  Loomis  returned  to  his  first 
love,  science.  In  1926  he  bought  Tower  House,  “a  crum- 
bling mock  Tudor  pile  of  stone  and  masonry  built  on  a 
high  thrust  of  land,”  in  Tuxedo  Park.  The  millionaires’ 
resort  was  then  so  trendy  that  when  its  denizens  began  to 
wear  dinner  jackets  without  tails,  the  then  cutting-edge 
fashion  was  named  after  the  town. 

Despite  being  derided  as  a dilettante  by  some  scientists, 
Loomis  was  a legitimate  physicist  in  his  own  right.  But 
more  importantly,  he  had  a superior  eye  for  talent,  and 
was  able  to  bring  promising  young  players  into  his  stable. 
He  shared  and  nurtured  their  enthusiasm  and  their  pas- 
sion. He  toiled  in  the  lab  with  them,  played  golf  and  ten- 
nis with  them,  and  drank — heavily — with  them.  It  was  a 
way  of  conducting  business  and  a way  of  life  that  contrasts 
starkly  with  today’s  banal  and  vacuous  corporate  culture. 

Come  the  war,  the  details  of  the  race  for  radar  during 
the  Blitz  of  London,  and  the  race  for  the  atomic  bomb 
against  the  Nazis  make  for  compelling  reading.  Conant 
does  an  excellent  job  detailing  the  long  hours  and  the  hard 
work  by  Loomis  and  his  colleagues,  often  in  the  face  of 
bureaucratic  meddling.  However,  Conant  is  clearly  not 
comfortable  with  the  details  of  the  conflict,  and  even  her 
tangential  references  to  aircraft,  ships,  and  battles  are  shot 
through  with  factual  errors.  Her  editor  should  have 
arranged  for  better  fact  checking. 

On  the  personal  level,  Loomis  packed  his  wife  off  to  a 
series  of  resorts  and  spas,  and  finally  tried  to  have  her  com- 
mitted. He,  meanwhile,  took  up  with  Manette  Hobart,  the 
vampy  young  wife  of  his  dorky  lab  manager.  This  causes  a 
rift  among  his  children  and  makes  him  persona  non  grata  in 
Tuxedo  Park.  Conant  does  a nice  job  of  rounding  out  each 
individual’s  story,  and  despite  her  personal  connection  to 
several  of  the  principals,  she  remains  non-judgmental. 

Tuxedo  Park  is  an  interesting  story  that  brings  fresh 
names  and  details  to  a well-reported  era.  The  book  does 
not  rank  with  the  recent  epic  biographies  of  Rockefeller  or 
Morgan,  but  it  ably  argues  that  in  directly  helping  to  pre- 
serve Western  democracy  and  capitalism,  he  did  greater 
things  than  even  they.  DD 


How  much  do  you  know 
about  financial  history  f 

By  Boh  Shahazian 

1.  What  was  the  longest  closure  at  the  New  York 
Stock  Exchange? 

2.  The  New  York  Stock  Exchange  actually  left 
Wall  Street  in  its  long  history.  What  were  the 
circumstances? 

3.  What  was  “The  Fund  at  Boston  in  New  England?” 

4.  In  1874,  Congress  passed  the  Resumption  Act. 
What  did  it  do? 

5.  What  was  the  origin  of  the  Pacific  Stock  Exchange? 

6.  Eormer  President  Harry  S.  Truman  was  famous  for 
the  slogan,  “The  Buck  Stops  Here.”  There  is 
another  slogan  in  Washington  that  says,  “The 
Buck  Starts  Here.”  Where  does  it  appear? 

7.  How  many  millionaires  lived  in  the  U.S.  in  1840? 

8.  Who  was  the  first  person  to  head  the  SEC  when  it 
was  founded  in  1934? 

9.  What  was  the  first  NYSE  member  firm  to 
go  public? 

10.  Approximately  how  many  Americans  owned 
stock  in  1929? 
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The  first  Securities  and  Exchange  Com?7jission 
with  chairman  Joseph  P.  Kennedy  (center),  1934. 


Corporate  Governance: 

From  Crown  Charters  to  Dot  Corns 

continued  from  page  19 

businesses  at  a rapid  pace.  There  were 
844  corporate  mergers  in  i960.  In 
1967,  there  were  almost  3,000. 

Throughout  the  1970s,  the  price 
value  of  conglomerates  began  to  lag. 
Chief  executive  officers  were  held  to 
blame  as  diversification  for  the  sake  of 
diversification  came  to  be  seen  as  a 
faulty  concept.  There  were  outcries 
for  tougher  oversight. 


Corporate  Raiders 

Large  antitrust  actions  in  the  early 
1980s,  including  IBM  and  AT&T, 
were  followed  by  relaxation  of  rules 
and  regulations.  This  was  the  decade 
of  junk  bonds.  Corporate  raiders, 
using  junk  bonds,  took  companies 
private,  broke  them  up,  and  resold 
them  to  the  public  as  separate  entities. 
The  outcome  was  often  devastating 
to  shareholders  and  employees  alike. 
By  the  end  of  the  decade,  there  was  a 
backlash  against  leveraged  buyouts. 
The  junk  bond  market  imploded  amid 
public  outcry  for  more  active  corpo- 
rate governance  in  the  face  of  high 
profile  business  scandals:  Lincoln 
Savings  & Loan,  Drexel  Burnham 
Lambert,  Wedtech;  Boesky,  Milken, 
Keating,  Levine. 

By  1992.,  Republican  presidents 
had  appointed  two-thirds  of  U.S. 
federal  judges.  As  the  courts  became 
more  conservative,  antitrust  prosecu- 
tions dwindled.  During  the  Clinton 
administration,  one  of  tremendous 
economic  growth  and  technology 
innovations,  there  was  renewed 
antitrust  activity  and  new  forms  of 
corporations...  the  dot  corns. 

The  new  millennium  began  with  a 
slew  of  business  scandals  — Adelphia, 
Enron,  Global  Crossing,  ImClone, 
Tyco,  and  WorldCom.  The  new  “rob- 
ber barons”  included  Hbbers,  Fastow, 
Ko7.lowski,  Lay,  and  Waksal. 


As  a result,  the  need  to  rebuild  pub- 
lic trust,  to  prevent  corrupt  business 
practices,  and  to  ensure  effective 
corporate  governance  and  oversight 
will  spur  “a  lot  of  changes  coming 
out  of  Congress  and  the  regulatory 
agencies.”  The  speaker  is  turnaround 
strategist  and  interim  chief  executive 
of  Enron  Corp.,  Stephen  Cooper.? 

And  new  regulation  is  coming.  Pro- 
posed SEC  rules  would  require  the 
majority  of  a board’s  directors  to 
be  independent.  The  NYSE  and  Nas- 
daq plan  to  tighten  the  definition  of 
an  independent  director.  The  Ameri- 
can Stock  Exchange  is  revamping  its 
rules.  And  there  will  be  more  from 
government  agencies. 

Why?  In  the  words  of  Cooper,  “We 
continue  to  prove  we  can’t  govern 
ourselves  effectively.”  BD 


Chicago  business  writer  Irene  Macaitley 
has  written  scores  of  corporate  histo- 
ries and  executive  profiles  in  a wide 
range  of  industries.  Her  website  can 
he  viewed  at  www.irenemacauley.com 


Notes 

1.  Thomas  Jefferson  in  letter  to  Horatio 
G.  Spaford,  March  17,  1814. 

2.  Paul  Tiffany,  “History  of  Corporate 
Scandals,”  Washington  Post  LiveOn- 
line,  July  31,  zooz. 

3.  Santa  Clara  County  v.  Southern  Pacific 
Railroad. 

4.  Named  for  Senator  John  Sherman, 
brother  of  General  William  Tecumseh 
Sherman. 

5.  The  first  state  law  allowing  one  corpo- 
ration to  buy  stock  in  another  had 
passed  in  1888. 

6.  However,  the  courts  permitted  DuPont 
to  keep  its  100  percent  monopoly  in 
military  powder. 

7.  Trusts  formed  by  companies  with  com- 
mon members  on  their  boards. 

8.  Adolph  Berle  and  Gardiner  Means, 
The  Modern  Corporation  and  Private 
Property.  New  York:  The  Macmillan 
Company,  193Z. 

9.  Stephen  Cooper  comments  at  Business 
Leadership  Conference,  Duke  Univer- 
sity Fuqua  School  of  Business,  August 
zz,  zooz. 
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Events  Calendar 


WINTER  2003 


JANUARY 

Guided  tours  of  the  American  Numismatic  Society's  "Drachmas,  Doubloons,  and  Dollars”  exhibit  on 
the  history  of  money.  Federal  Reserve  Bank  of  New  York,  33  Liberty  Street,  1 pm.  Call  212-908- 
4694  for  reservations.  Free. 

FEBRUARY 

Lecture  and  book  signing  with  Willard  S.  Randall,  author  of  Alexander  Hamilton,  A Life 
(FlarperCollins,  January  2003).  New  York  University  Stern  School  of  Business,  44  West  4th  Street, 
NYC.  7 pm.  Free. 

Guided  tours  of  the  American  Numismatic  Society’s  “Drachmas,  Doubloons,  and  Dollars”  exhibit, 
see  above. 

“Fligh  Notes”  exhibit  closes. 

MARCH 

“The  Nobel  Prize:  Celebrating  100  Years  of  Creativity  and  Innovation”  opens  in  the  Museum 
gallery.  28  Broadway,  NYC.  212-908-4110. 


Soap  Suds  to  Beer  Suds 

continued  from  page  33 

into  family  entertainment  arenas,  such 
a Busch  Gardens  in  Tampa,  Florida.  In 
1989,  it  further  expanded  in  the  lucra- 
tive, theme  park  industry  with  the 
purchase  of  SeaWorld. 

^^iisch  III: 
Qiialitij  Comes  Mrsl 

August  A.  Busch,  III,  the  great  grand- 
son of  the  company’s  founder,  suc- 
ceeded his  father,  Busch,  Jr.,  as  chief 
executive  of  the  company  in  1975. 
He  had  his  first  swig  of  Budweiser 
soon  after  he  was  born.  “The  first 
thing  I ever  tasted,  before  mother’s 
milk,  was  beer,”  he  told  The  Los 
Angeles  Times.  “It  was  five  drops  of 
Budweiser  from  an  eye  dropper  when 
I was  five  hours  old.” 

Like  his  father,  he  literally  worked 
his  way  up  from  the  ground  floor. 
He  swept  floors  and  cleaned  beer  tanks 
in  the  St.  Louis  brewery.  “When  you 
finished  a shift  there,”  he  told  Fortune 
magazine,  “you  knew  you  were  a man.” 


Aggressive  growth  and  strategic 
marketing  is  the  hallmark  of  Busch 
Ill’s  remarkable  legacy.  In  the  age  of 
market  segmentation,  he  reinvented 
Adolphus  Busch’s  credo:  “Making 
friends  is  our  business.”  The  brewer 
expanded  its  affiliation  with  a vast 
array  of  sporting  events,  including 
baseball,  football,  basketball,  boxing, 
hockey,  golf,  tennis,  soccer,  fishing, 
sailing,  rugby,  auto  racing,  jogging, 
and  even  round-the-world  ballooning. 

Busch  III  set  his  sights  far  beyond 
the  borders  of  the  U.S.  He  successfully 
established  a global  presence.  Today, 
Anheuser-Busch  has  breweries  in  the 
United  Kingdom  and  China  and 
licenses  the  production  of  Budweiser 
in  Canada,  South  America,  Europe, 
and  Asia.  HD 

Sanford  Wexler  is  a New  York-based 
freelance  writer.  He  is  the  author 
of  The  Civil  Rights  Movement:  An 
Eyewitness  History  and  Westward 


Expansion:  An  Eyewitness  History. 

Both  books  are  published  by  Facts  On 

File.  He  can  be  reached  at  Sanford- 

Wexler@hotmail.com. 

Sources 

Cancelada,  Gregory.  “Busch  III  Retires  as 
Industry  Giant  after  Building  Brewer 
into  Behemoth.”  St.  Louis  Post-Dis- 
patch, June  30,  Z002. 

“King  of  Bottled  Beer,”  Fortune,  July  1935. 

Martin,  Wilbur.  “Here  Comes  the  King  — 
of  the  Beer  Business,”  Nation's  Busi- 
ness, November  1978.  Vol.  66,  No.  ii; 
pgs.  66-73. 

O’Hanlon,  Thomas.  “August  Busch  Brews 
Up  a New  Spirit  in  St.  Louis.”  Fortune, 
January  15, 1979. 

Plavchan,  Ronald  Jan.  A History  of 
Anheuser-Busch,  1851-1933.  Arno 
Press:  New  York,  1976. 

Welles,  Chris.  “Anheuser-Busch:  Tough 
Approach  Made  it  King  of  Beer.”  Los 
Angeles  Times,  December  15,  1985. 
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AMERICAN  FINANCIAL  HISTORY 

STOCKS,  BONDS  AND  FINANCIAL  DOCUMENTS 
HIGHLIGHTING  THE  HISTORY 
OF  GOVERNMENT  FINANCE, 

WALL  STREET  AND  AMERICAN  ENTERPRISE. 

WE  ARE  ONE  OF  AMERICA'S  LEADING  DEALERS 
SPECIALIZING  IN  BETTER  QUALITY 
FINANCIAL  INSTRUMENTS, 

LETTERS,  DOCUMENTS  AND  AUTOGRAPHS 
RELATED  TO  AMERICA'S  FINANCIAL  HISTORY. 


FOR  A COPY  OF  OUR  NEXT  CATALOG 
PLEASE  CALL  US  TOLL  FREE  IN  USA  (800)  225-6233 


Scott  J.  Winslow  Associates 
Post  Office  Box  10240 
Bedford,  New  Hampshire  03110 


Ken  Prag  Paper  Americana 

Stocks  & Bonds  • Post  Cards  • Passes  • Timetables  • Etc. 
Catalog  plus  3 beautiful  stocks  $8.95 

Also  buy! 

Ken  Prag,  Box  14817, 

San  Francisco,  CA  941 14 

Tel.  (415)  586-9386  • kprag@planeteria.net 


RAILS  REMEMBERED 

ANTIQUE  STOCKS  AND  BOND  CERTIFICATES 
POST  OFFICE  BOX  464 
ROSEMEAD,  CALIFORNIA  91770 
PHONE  (626)  572-0419  EVES 

SEND  TODAY  FOR  LISTING 


Robert  O.  Greenawalt 

CURATOR  AND  COLLECTOR 


4-4-0  American  Type 
steam  loco 


SERVING-  HISTORICALLY-MINDED  FANS  OF  FINANCIAL  RAILROADIANA 
- SELL-  BUY  - TRADE  (I  HAVE  HIGH  LEVEL  SWAPUM) 


Herzog  Hollender  Phillips  &c  Co. 

P.O.  Box  14376,  London  NW6  12D,  England 

Keith  Hollender,  Author  of  “Scripophily” 


Tel/  Fax  (020)  7433-3577 
hollender@dial.pipex.com 


t.T 


ft 


ROBERT  F.  KLUGE 


GRAPHIC  Am  HISTORIC 
PAPER  AMERICANA: 
ANTIQUE  STOCKS 
Am  BONDS 


P.O.  BOX  155  • ROSELLE  PARK,  NJ  07204  • 908-241-4209 


Toll  Free: 

800  717-9529 
Or  Call; 

603  882-2411 
Fax: 

603  882-4797 
E-mail: 

collect@glabarre.coni 

Web  Site: 

www.glabarre.com 


GEORGE  H. 


LaBA^I^E 

GALLERIES 

^DNC. 

P.O.  Box  746  Hollis,  N.H.  03049 


Buying  and  Selling 
Stocks  and  Bonds,  Paper  Money 
Important  Autographs  and  Quality 
Collectibles  of  all  kinds. 


The  Largest  Collectible  Stock  and  Bond  Inventory  in  the  World 
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r INTERNATIONAL  BOND  & SHARE  SOCIETY  n 

Founded  1978  for  the  encouragement  of  Scripophily 


The  Directory 

A Membership 
and  Dealer 
directory,  with 
full  listings  for 
the  U.S.A., 

U.K.,  Germany 
and  40  other 
countries. 
Published 

annually 


Scripophily 

A quarterly 

magazine  with 
40+  illustrated 
pages  of  U.S., 
European  & 
world  news, 
research, 
auctions, 
and  a diary  of 
coming  events. 


Meetings 

London,  England  • Strasburg,  Pennsylvania 
Memphis,  Tennessee  • Toronto,  Canada 
Johannesburg,  South  Africa 


FOR  INFORMATION 


U.S.A. 

Richard  T.  Gregg 
1 5 Dyatt  Place 
Hackensack,  NJ  07601-6004 
Tel:  (+1)  201  489  2440 
Fax:  (+1)  201  592  0282 
President@scripophily.org 

REST  OF  THE  WORLD 

Peter  Duppa-Miller 

Beech  croft 

Combe  Hay 

Bath  BA2  7EG,  UK 

Tel:  (+44)7(0)  1225  837271 

Fax:  (+44)7(0)  1225  840583 

Chairman@scripophily.org 

www.scripophily.org 


REACH  YOUR  MARKET 

Advertise  in  Financial  History  magazine 

The  Museum’s  membership  magazine, 
Financial  History,  has  become  a respected 
source  for  the  history  of  business,  commerce 
and  the  capital  markets.  It  reaches  a diverse 
audience  of  finance  professionals,  collectors 
f historical  financial  documents  and  memorabilia, 
universities  and  libraries,  and  thousands  of 
investors  throughout  the  United  States  and  abroad. 

It  is  also  distributed  at  more  than 
lo  major  conferences  and  auctions  each  year. 

For  more  information  on  advertising 
in  Financial  History,  or  to  place  an  ad 
in  the  Fall  issue,  please  e-mail 
Kristin  Aguilera  at  kaguilera@financialhistory.org 
or  call  Z12-908-4695. 


Take  advantage  of  your  Museum  membership 
at  the  Museum  Shop.  Members  receive  a 10%  discount 
on  all  purchases  at  28  Broadway,  or  online  at 
financialhistory.org.  Featured  in  Travel  & Leisure, 
the  Shop  offers  a wide  variety  of  financial  prints, 
books,  clothing,  jewelry,  and  souvenirs. 
Corporate  gifts  are  also  available. 


For  more  information,  or  to  place  an  order, 
call  the  Museum  Shop  at  212-908-4613 
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MUSEUM  0/ AMERICAN 
FINANCIAL  HISTORY 

In  association  with  the  Smithsonian  Institution 


The  Museum  of  American  Financial  History, 
an  affiliate  of  the  Smithsonian  Institution, 
is  the  only  independent  public  museum  dedicated 
to  capitalism,  entrepreneurship,  and  free  enterprise. 
It  celebrates  and  teaches  the  power  of  a democratic 
free  market  economy  to  better  the  financial  lives  of 
individuals,  companies,  and  nations. 

The  Museum  is  located  at 
28  Broadway,  New  York  City. 

Hours:  10:00  a.m.  until  4:00  p.m. 
Tuesday-Saturday.  Donation  $2.00. 

For  further  information, 

please  contact  the  Museum  at  212-908-4110 
or  visit  our  website,  financialhistory.org 


IT’S  YOUR  BUSINESS. 

Join  the  Museum’s 

Annual  Corporate  Membership  Program 

and  put  your  company’s  support  behind  the 
Museum’s  work  to  teach  financial  empowerment 
using  the  lessons  of  financial  history 

Corporate  memberships  begin  at  $i,ooo 

AND  INCLUDE  THE  FOLLOWING  BENEFITS: 

• Free  admission  for  employees  and  their  guests 

• Acknowledgment  in  the  gallery,  on  the  Museum’s 
website,  and  in  Financial  History  magazine 

• Invitations  to  Museum  openings  and  events 

• One  individual  Financial  History/Smithsonian 
Affiliate  Membership 

For  information,  please  contact  Development  Director 
jenny  Hirschowitz  at  212-^08-4604 


Become  a Smithsonian  Affiliate  Member 


The  Museum  of  American  Financial  History,  an  Affiliate  of  the  Smithsonian  Institution,  rewards  its  members  at  contributing  levels 
with  all  the  benefits  of  regular  Museum  membership,  plus  the  benefits  of  membership  in  the  Smithsonian. 

Smithsonian  Benefits 

• 12  issues  of  Smithsonian  magazine 

• 10%  discounts  in  Museum  Shops  and  on  Smithsonian  catalog  purchases 

• 10%  discount  at  SmithsonianStore.com 

• Discount  at  the  National  Air  & Space  Museum  Wright  Place  Restaurant 

• Affiliate  membership  card 

• Advance  notice  for  seminars  and  events  in  your  area 

• Eligibility  for  member-only  travel  tours 

• Free  admission  to  the  Cooper-Hewitt  National  Design  Museum  in  New  York 

Financial  History  Benefits 

• 4 issues  of  Financial  History  magazine 

• 10%  discount  in  Museum  Shop 

• Free  admission  for  you  and  your  guests  to  the  gallery 

• Membership  card 

• Advance  notice  of  Museum  events 

• Invitations  to  exhibit  openings 

• Borrowing  privileges  from  the  Museum  Library 

To  become  a Smithsonian  Affiliate  Member,  please  send  a check  for  $1  jo  payable  to  Museum  of  American  Financial  History, 
Membership  Department,  z6  Broadway,  Room  947,  New  York,  NY  10004.  All  but  $44  of  your  contribution  is  ta.x-deductible. 
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Securities  Calendar  2003 

A THOUGHTFUL  GIFT  FOR  YOUR  FRIENDS  OR  CLIENTS 
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Phone:  800-622-1880 
Fax:  212-908-4699 


Plus  shipping 


W4’  buy,  sell,  and  auetion  the  vety  best  in  Antique  Stocks  and  Bonds, 
Autographs,  Banknotes,  Coins,  Historic  Americana,  and  Vintage  I’hotogtaphy 


Jk*-. 


The  Nobel  Prize 

Celebrating  100  Years  of 
Creativity  and  Innovation 


On  March  i8,  2003,  the  Museum  will  unveil  “The  Nobel 
Prize:  Celebrating  100  Years  of  Creativity  and  Innovation,” 
an  exhibition  curated  by  the  Smithsonian’s  National  Museum 
of  American  History  and  the  Lemelson  Center  for  the  Study  of 
Invention  and  Innovation.  The  Nobel  Prize,  established  by  inventor, 
entrepreneur,  and  philanthropist  Alfred  Nobel,  honors  those  who  “have 
conferred  the  greatest  benefit  on  mankind”  through  their  contributions 
to  the  arts  and  sciences.  The  Museum’s  installation  of  this  traveline 


also  feature  honorees  in  each  of  the  other  categories. 


Above:  Nobel  Prize  medal  awarded  to  Emilio  Segre  (physics)  in  1959. 
Courtesy  of  the  National  Museum  of  American  History,  Behring 
Center;  Smithsonian  Institution. 


28  Broadway,  New  York,  NY  10004 
toll  free  877-98-FiNANCE 
financialhistory.org 


• • 


